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Harold Adams Innis 
1894-1952 


N A long list of publications since 1923 Harold Innis with 
| ee and insight set a pattern for the study and inter- 
pretation of Canadian economic history. The University of 
Toronto, the Dominion Government, and Canadian learned 
societies in their various fashions paid tribute to the high quality 
of this achievement. His career, moreover, was a refutation of 
his own generalization, perhaps playfully formulated, that no 
Canadian scholar could secure recognition in the United States. 
He was a charter member of the Committee on Research in 
Economic History, the second president of the Economic 
History Association, and at the time of his death president of 
the American Economic Association. 

As is the case with all great scholars, neither official recogni- 
tion nor an extensive bibliography can be the full measure of 
accomplishment. What counts is the influence of his mind upon 
those whose studies he inspired or directed and upon those 
otherwise associated with him in scholarly endeavor. This 
large company recalls with gratitude and affection his im- 
patience with the commonplace and his magnificent disdain 
for the pretension which so often dresses up the obvious with 
erudition. The variety of his reading challenged those barely 
able to keep abreast of their professional specialties to attempt a 
further range of interest. No one was less susceptible to the fads 
and fashions that sweep the world of learning or to that 
scholarly disease, the desire to be different. With him the 
imagination, his dominant trait, was both genuine and original. 
Here was a mind probing with a restless excitement for the 
deeper insights and wider abstractions which he was sure lay 
beyond the easily accepted barriers of human limitations. 


Epwarp C. KirKianp, Bowdoin College 
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Baltimore’s Aid to Railroads 


A Study in the Municipal Planning of 
Internal Improvements 


OCAL governments played a notable and somewhat neglected part 

in the American movement for internal improvements. Their ac- 
tivities in aid of canals and railroads varied greatly in scale and method 
and in the scope of planning involved. They ran the gamut from the 
far-flung projects of great commercial cities striving for the dominance 
of the trade of vast areas to the donations of obscure rural townships 
trying only to make sure that the promised railroad should pass through 
their village rather than the adjacent crossroads." Among the greater 
cities, none played a more notable role than Baltimore in the promotion 
of internal improvements. Its total of railroad subscriptions, loans, and 
bond endorsements was about twenty million dollars—a figure of 
municipal contribution only exceeded by Cincinnati’s investment in a 
city-owned railroad. Baltimore was in the field of internal improvements 
well before Cincinnati and remained in it long after such early rivals as 
Philadelphia had withdrawn. Baltimore’s first investment in the Balti- 
more and Ohio was authorized in 1827, and its last loan to the Western 
Maryland was made in 1886. It continued to vote stock and to appoint 
public directors to the board of railroad corporations until it sold its 
interest in the Baltimore and Ohio in 1890 and in the Western Mary- 


land in 1902. 


1 This is the theme of a previous article prepared, like the present one, under the auspices 
of the Council for Research in the Social Sciences of Columbia University: Carter Goodrich, 
“Local Government Planning of Internal Improvements,” Political Science Quarterly, LXVI 
(1951), 411-45. Other articles prepared under the same grant are: “The National Planning 
of Internal Improvements,” ibid., LXIII (1948), 16-44; “Public Spirit and American Improve- 
ments,” Proceedings of the American Philosophical Society, XCII (1948), 305-9; “The Virginia 
System of Mixed Enterprise,” Political Science Quarterly, LXIV (1949), 355-87; “The Re- 
vulsion Against Internal Improvements,” The Journal of Economic History, X (1950), 145-69. 

Mr. Segal’s contribution is partly based on studies made under a fellowship of the Social 
Science Research Council granted on the recommendation of the Committee on Research in 
Economic History. Acknowledgment should also be made to the assistance of Mrs. Vivian 
Carlip. 

Indebtedness is expressed for the courteous co-operation extended by Dr. Horace E. Flack 
and his staff at the Legislative Reference Department of Baltimore, by Miss Elizabeth C. 
Litsinger and her staff of the Maryland Department of the Enoch Pratt Library of Baltimore, 
and by Miss Elva M. Ferguson of the General Office Library of the Pennsylvania Railroad in 
Philadelphia. 

Professor Arthur F. Burns of Columbia University and Dr. Howard H. Greenbaum were 
kind enough to examine the statistical tables and offered valuable criticisms. Needless to add, 
they are not responsible for the errors which may have remained. 
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In the case of Baltimore, the record of these activities is more nearly 
complete than in many other cities. The journals of the two branches 
of the City Council, the records of numerous investigations and con- 
troversies, and the reports of the city officials? and of the railroad 
companies provide a substantial documentation. The Baltimore experi- 
ence is, therefore, well worth examining as a case study in the planning 
of the internal-improvements program of a major city. The study will 
review the investments made by the city and their financial results; it 
will attempt to analyze the motives underlying the program and to 
determine the sources of initiative and decision; and it will examine 
the efforts of the municipal authorities to promote and protect the 
interests of the city. 


The first section of the essay sets forth the bare facts of the financial 
record. It shows the time and the amount of the investments and the 
commitments made by the city on behalf of the various railroad 
projects. And, although direct financial return to the municipal treasury 
was by no means the chief of the advantages sought, it goes on to 
indicate what income the city received or failed to receive on its invest- 
ments and what the city lost or gained when they were sold. 

During the period of seventy-five years between 1827 and 1902, the 
city aided eight companies whose roads followed trade routes which 
had been well established long before the railway era. The individual 
roads (see Table I) were or became parts of three rail systems: the 
Baltimore and Ohio, the Northern Central (now part of the Pennsyl- 
vania Railroad), and the Western Maryland. Together, these systems 
constitute a network whose lines, coming in from the north, west, and 
south, converge upon Baltimore. A brief description of the individual 
roads and the systems of which they are a part is in order. 

The Baltimore and Ohio: The Baltimore and Ohio was originally 
projected to connect Baltimore with the Ohio River and, thereby, the 
“western trade.” Its “main stem,” constructed between 1827 and 1852, 
runs in a southwesterly direction from Baltimore and follows a course 
along or near the valley of the Potomac to Cumberland. From Cumber- 
land, it turns sharply in a northwestern direction to Wheeling. The 

2 The Journal of Proceedings of the First and Second Branches of the City Council will be 


abbreviated as First Branch Journal and Second Branch Journal. City Ordinances and Resolutions 
will be abbreviated as Ord. and Res. 








4 Carter Goodrich and Harvey H. Segal 





northwestern Virginia, commonly known as the “Parkersburg Exten- 
sion,” diverges from the main line at Grafton, (West) Virginia, and 
runs due west to Parkersburg on the Ohio River. It provided Balti- 
more with a direct route to Cincinnati, via the Marietta and Cincinnati 
Railroad. The two roads were linked by the Union Railroad of Ohio 
which ran from Parkersburg to Scott’s Landing, on the Ohio side of 
the river. A second branch, the Pittsburgh and Connellsville, not 
completed until 1872, leaves the main line at Cumberland and extends 
northwest to Pittsburgh. 

Baltimore’s postwar subscription to the Valley Railroad of Virginia 
was intended to aid John W. Garrett, the president and principal stock- 
holder of the Baltimore and Ohio for thirty years, in his plan to estab- 
lish southern routes to New Orleans. The Valley was constructed to 
fill a gap between Harrisonburg and Salem, Virginia, in a line which 
was to run from the Baltimore and Ohio at Harpers Ferry to a connec- 
tion with the Mississippi and Ohio and other roads which ran southwest 
to New Orleans through Tennessee and Alabama. In the eighties, 
Garrett abandoned his dreams of a great southern network dominated 
by the Baltimore and Ohio, and never extended the Valley beyond 
Lexington.* 

The Northern Central: A second important Baltimore trade route 
followed the valley of the Susquehanna River through Pennsylvania. 
The Baltimore and Susquehanna Railroad connected Baltimore with 
the Pennsyivania State works at Wrightsville, thus affording her canal 
and rail connections with the upper Susquehanna Valley and with 
Pittsburgh. This rail line was completed to Wrightsville in 1840, and 
was extended to Bridgeport (or Lemoyne) opposite Harrisburg in 
1851 by the York and Cumberland Railroad, a company closely 
affliated with the Baltimore and Susquehanna. A third extension, 
between Bridgeport and Sunbury, was undertaken by the Susquehanna 
Railroad Company with the aid of a loan from the York Cumberland 
Company which the latter raised by issuing bonds guaranteed by the 
city of Baltimore. This rail link was to connect Baltimore with the 
Erie Railroad and the Great Lakes by agreements with the Sunbury 
and Erie and Elmira and Williamsport Railrcads north of Sunbury. 


3 On Garrett’s plans, see Remarks of John W. Garrett . . . made on April 14, 1869 at the 
Regular Monthly meeting of the Board of Directors of the Baltimore and Ohio Railroad, p. 14, 
and Edward Hungerford, The Story of the Baltimore and Ohio Railroad (New York: G, P. 
Putnam’s Sons, 1928), II, 113-19. Garrett abandoned a second southern route to New Orleans 
by way of Washington, Lynchburg, Danville, Atlanta, and Montgomery when he sold his 
interest in the Virginia Midland i: 1882. See the Baltimore and Ohio Annual Report, 1882. 
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In 1854 construction operations on the Susquehanna line ceased for 
lack of funds, and the company, together with the Baltimore and 
Susquehanna line and the York and Cumberland, was reorganized 
and consolidated as the Northern Central Railway Company. But the 
Northern Central proved no stronger than its anemic parts, and in 
1861, much to the consternation of the Baltimoreans who had done so 
much to finance it, it fell under the control of the arch rival, the 
Pennsylvania Railroad.* 

The Union Railroad of Baltimore connected the Northern Central 
with the docks at Canton, thus completing the railway line from 
Sunbury to tidewater. 

The Western Maryland: The Western Maryland was originally 
projected in order to tap the trade of the northwestern portion of the 
state, lying close to the Pennsylvania border which the Baltimore and 
Ohio did not reach. Between 1859 and 1872, the main line was con- 
structed between Baltimore and Hagerstown. Later (1891-1892), it 
was extended along the Potomac, where it paralleled the Baltimore and 
Ohio, and terminated at Cherry Run, in the Maryland coal region. 
After its sale to the Gould interests in 1902, the road was extended 
to Cumberland and to tidewater at Baltimore as part of a plan to make 
it the seaboard link of a transcontinental system which never was 
assembled.” 

The record of city aid to the individual companies is compressed 
into Table I. Only measures which resulted in the ultimate receipt of 
money by the roads are included. Other measures, often of great im- 
portance, are omitted because the expression of the resulting effects in 
pecuniary terms would result in ambiguities. 


4 George H. Burgess and Miles C. Kennedy, Centennial History of the Pennsylvania Railroad 
(Philadelphia: Pennsylvania Railroad Company, 1949), pp. 137-38. For an account of the 
development of the Northern Central and its relations with the state of Maryland and city of 
Baltimore, see Address of the President and Directors of the Northern Central Railway Company 
to the Stockholders, May 17, 1855. 

5 United States Senate Committee on Interstate Commerce, “George Gould Moves Eastward,” 
Investigations of Holding Companies and Affiliated Companies in the Eastern Region (Wash- 
ington: United States Government Printing Office, 1940), Part I (Before 1920), chap. iii. The 
Western Maryland also operated a network of roads in Pennsylvania. For a history and map of 
these, see Edward M. Killough, History of the Western Maryland Railway Company (Baltimore: 
The Western Maryland Railway Company, 1940). 
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TasBie I 
BALTIMORE AID TO RAILROADS, 1827 to 1886 
(1) (2) (3) (4) (5) 
Effective Aid: 
(4) Less Discounts 
Year and Unused 
Author- Railroad Form of Amount Appropriations 
ized Aided Aid Authorized © Plus Premiums? 
Baltimore Stock 
1827 & Ohio subscription $ 500,000 $ 500,756 (1827-34) 
Baltimore & Stock 
1830 Susquehanna subscription 100,000 100,000 (1830-31) 
Baltimore Stock 
1836 & Ohio subscription 3,000,000 2,991,000 (1839-47) 
Baltimore & 
1837 Susquehanna Loan 600,000 
Baltimore & 831,588 (1837-39) 
1838 Susquehanna Loan 250,000 
Baltimore & Exchange of 
1839 Susquehanna stocks ® 250,000 250,000 (1839-40) 
Northwestern Bond 
1852 Virginia endorsement 1,500,000 1,514,016 (1852-53) 
York & Bond 
1852 Cumberland endorsement 500,000 517,650 (1853) 
Baltimore 
1853 & Ohio Loan 5,000,000  —- 4,326,474 (1854-59) 
Pittsburgh & 
1856 Connellsville Loan 1,000,000 901,355 (1856-58) 
Northwestern 
1859 Virginia Loan 283,500 135,384 (1859-61) 8 
Union RR 
1859 (Ohio) Loan 20,000 20,000 (1859-60) & 
Western Bond 
1860 Maryland endorsement 500,000 160,000 (1861-62) » 
Western Bond 
1864 Maryland endorsement 300,000 240,000 (1867-68) 1 
Western Stock 
1866 Maryland subscription 200,000 180,000 (1866) j 
Union RR Bond 
1867 (Baltimore) endorsement 500,000 105,300 (1867-69) * 
Valley Stock 
1869 Railroad subscription 1,000,000 1,000,000 (1873-74) 
Western Bond 
1870 Maryland endorsement 1,400,000 803,215 (1871-72) ! 
Western 
1872 Maryland Loan 1,000,000 1,007,408 (1872-73) ™ 
Western Passenger 
1875 Maryland depot 200,000 4 200,180 (1875-7¢) 
Western 
1882 Maryland Loan 684,000 684,000 (1883-85) 
Western Freight 
1882 Maryland terminal 200,0004 , 131,164 (1882-83) 
Western Refunding 
1886 Maryland loan 1,800,000 & 1,704,000 (1886) 
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4 The city agreed to exchange its bonds for those of the state of Maryland which the company 
was unable to sell. 


b Source: City ordinances. 


€ Ten per cent of the proceeds of the bond sales were to constitute a sinking fund, hence 
the actual rate of interest paid by the company was 6.7 per cent. The original plan called for the 
sale of the bonds by the city but, in order to maintain their price in the money market in 1854, 
the company took $1,500,000 on their own account and subsequently sold them at discounted 
prices (see Annual Report of the Baltimore & Ohio R.R. Co., 1854). 


4 Taken as a sinking-fund investment. 


€ This loan was made for the purpose of refunding old issues in order to lighten the interest 
burden of the railroad company. 


f Sources: The annual Register’s Report, the annual Register’s Statement, and the balance 
sheets in the annual reports of the railroad companies, where available. Aid was received by the 
individual companies during the period enclosed in parentheses. All figures are net of short- 
term loans on city bonds and endorsed company bonds. 


Ord. #100 of 1859 provided that a maximum of $283,500 be loaned out of Baltimore 
and Ohio dividends. The ordinance was repealed in 1862, Ord. #6. See text. 


h Only $200,000 were endorsed, 20 per cent of the proceeds of which were set aside as a 
sinking fund. Information concerning sales prices is not available but, since the ordinance (#23 
of 1860) forbade under-par sales, it is assumed that no losses were incurred. 


iTen per cent of the proceeds were retained by the city as a sinking fund. Information on 
sales was not available and, in the absence of a provision prohibiting less than par sales, the 
discount is estimated at 10 per cent. 


iInformation on sales of the city bonds was not available and, in the absence of provisions 
prohibiting under-par sales, the discount is estimated at 10 per cent. 


Kk Only $117,000 of the bonds were endorsed by the city because provisions concerning the 
amount of stock to be privately subscribed were not fulfilled (see the correspondence between 
the City Council and the president of the company, First Branch Journal, February 19, 1872, 
p. 273). The original ordinance, #41 of 1867, did not forbid under-par sales, and in view of 
the difficulties which the company had in selling the endorsed bonds (see Mayor’s Annual 
Message, 1869 and 1871), the discount is estimated at 10 per cent. In 1870 or 1871, the Canton 
Company, an important water-front real-estate organization, came to the aid of the road through 
the purchase of a large number of company bonds. The City Council agreed in 1872 (Ord. #24) 
to reduce the number of city directors to two, in return for which the revived company was to 
relinquish any claim upon the city for the endorsement of additional bonds. 


1 $1,150,000 of the bonds were endorsed, but under the provisions of Ord. #10 of 1872, 
$275,000 were returned to the city and placed in the sinking fund. The ordinance also provided 
for a $1,000,000 loan in city bonds. 


™M Losses through discounts were offset by premiums and interest from the city during the 
time the company held the bonds. 
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Differences between aid authorized (Table I, column 4) and aid 
actually received by the railroad companies (column 5) are to be ac- 
counted for by premiums and discounts on the sales of municipal bonds 
and railroad mortgage bonds guaranteed by the city, sinking-fund 
deductions, unused authorizations, and expenditures in excess of au- 
thorizations. The details follow: 





NN ak Ra coercion Panchos sea ipa phamsaiciabessicereoancspuassroaialesless $18,303,490 
Plus unused authorizations and sinking-fund deductions — 2,090,952 
en 433,068 
$20,827,510 

Less premiums on bond sales and expenditures in excess of 
NUTINI ib chet tibecckcrstireinsitepnacrnaice shin rriaceteeesutinbivns 40,010 
ne i ca melcessipe $20,787,500 


Losses resulted from the below-par sales of both municipal bonds, 
which the city transferred to the railroad companies in payment of stock 
subscriptions and loans,° and corporate bonds guaranteed by the city. 
Generally, the former were of higher quality and it was in fact necessary, 
after the panic of 1853-1854, to substitute direct loans of city bonds for 
bond endorsements.’ Municipal bonds appear to have been more liquid 
than the state issues in the summer of 1839, when the city agreed to 
exchange its bonds for $250,000 in Maryland bonds held by the Balti- 
more and Susquehanna Company.* 

By the autumn of 1839, the situation had changed radically, and for 
the next three years, which witnessed a severe contraction of economic 
activity, municipal bond sales could be negotiated only with the greatest 
difficulty, if at all. The Baltimore and Ohio Company, in order to 
utilize the city’s $3,000,000 stock subscription in the construction of 
the road from Harpers Ferry to Cumberland, issued “stock orders” 
or “railroad notes,” a circulating currency redeemable in municipal 
bonds in denominations of $100 or more. Nearly $1,500,000 of these 
notes, in denominations ranging from 12¢ to $100 were issued by 
September 1841 and, during the period of specie suspension, they 


6 Over 75 per cent of the total of stock subscriptions and loans were discharged by the transfer 
of municipal bonds to the railroad companies. 

7 This happened in the cases of the Pittsburgh and Connellsville and Baltimore and Ohio 
loans. Ord. #74, 1853. Ords. #2 and #5, extra sess. 1853. Ord. #29, 1856. 

8 Ord. #2, extra sess., 1839. At this time, there were more than six millions of Maryland 
bonds on the market, and the state and company officials were meeting with little success in 
negotiating their sales. 
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constituted the principal circulating medium of the area and were re- 
ceivable in payment of all city dues. After the resumption of specie 
payments, the notes circulated only at large discounts, and early in 
1842 the city succeeded in retiring most of them. 

The data on effective aid are net of short-term loans which the rail- 
road companies obtained by hypothecating the city bonds with banks 
or individual lenders. Such loans were especially important during 
periods of “tightness” in the money markets. Without them, nothing 
could have been realized on the municipal bonds until the time of 
final sale.’° 

The nineteenth-century city councilmen were hardly motivated by 
a desire to pursue a counter-cyclical investment policy. Of a total of 
$20,150,000 in aid authorized after 1834, only $1,000,000 was authorized 
during the contraction phases of business cycles and only $2,150,000 
at the trough stages or lower turning points. Nearly 85 per cent of the 
total aid was authorized during periods of expansion or in peak years 
of business activity.”* 

It would be very misleading to draw conclusions solely on the basis 
of this analysis. Dates of receipt of aid are enclosed in parentheses in 
column 5, and it is immediately apparent that there were considerable 
lags between authorization and receipt. These lags were the result of 
statutory limitations upon the amount of aid that could be extended 
during any year and of the difficulties encountered in marketing the 
municipal and guaranteed corporate bonds. The $3,000,000 subscrip- 
tion to the stock of the Baltimore and Ohio was authorized in 1836, 
but no requests for installments were made until 1839, and it was not 
until 1847, eleven years after the authorization, that the company sold 
its last city bonds. The company’s experience with the $5,000,000 loan 
of 1853 was somewhat similar. During the 1854 crisis, the company 
purchased about $1,500,000 of the city bonds for its own account in 
order to bolster their price in the money market.” It finally disposed 


® This episode will be treated in detail in Harvey H. Segal’s dissertation, ‘Public Invest- 
ments and Business Cycles, 1834-1861,” now in preparation. 

10 The Baltimore and Ohio borrowed over $500,000 from various city banks in 1840 and 
1841 (see the fourteenth annual report). The Pittsburgh and Connellsville and the Western 
Maryland also made use of this device. 

11 The reference cycle dates of the National Bureau of Economic Research were employed 
in designating the phases and stages of the successive business cycles after 1834.—Arthur F. 
Burns and Wesley C. Mitchell, Measuring Business Cycles (New York: National Bureau of 
Economic Research, 1946), chap. iv; Handbook of Historical Statistics of the United States, 
1789-1945 (Washington: United States Government Printing Office, 1949), p. 320. 

12 See the Baltimore and Ohio Annual Reports, 1854-1860. 
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of the last bonds in 1859 after suffering losses amounting to $173,526. 
Other roads experienced similar lags and difficulties. 

In order to study the cyclical timing of aid received, the annual re- 
ceipts of aid by the railroad companies were classified by cyclical phases 
and stages. Since the Western Maryland loan of $1,704,000 in 1886. 
was made for the purpose of refunding old company debts rather than 
for construction, it was eliminated, leaving a total of effective aid of 
$16,174,490 for the period 1834-1885. The cyclical timing was as follows: 





Aid Received Per cent of Total 
During reference cycle expansions _.................... $ 2,215,140 13.70 
During reference cycle contractions .................... 5,837,731 36.09 
Ax weberence cycle peaks .....................::0.c.ssss0s0000 3,866,182 23.90 
At gelewence cycle trowples ................:....00:0-c0.c0rs00s 452559437 26.31 
$16,174,490 100.00 


If it is assumed that the cyclical turning points occurred in the middle 
of the peak and trough years, one half of the total aid received during 
the peak and trough years may be added to the expansion and contrac- 
tion phases. When this procedure is followed, similar results are ob- 
tained: 


Phase Amount Per cent of Total 
Expansion ($2,215,140 + $4,060,809.5) = $6,275,949.5 38.85 
Contraction ( 5,837,731 + 4,060,809.5) = 9,898,540.5 61.15 


Although the proportion of aid received during the contraction 
phases of the successive business cycles is large enough to sustain the 
verdict that the timing of aid was accidentally counter-cyclical, con- 
clusions concerning the effectiveness of the aid in individual cases 
cannot be drawn on the basis of these aggregates alone. Other factors, 
such as the ratio of aid to the estimated total cost of construction, must 
be taken into account. There can be little doubt about the effectiveness 
of the municipal subscription to the stock of the Baltimore and Ohio. 
Baltimore bonds constituted the sole liquid resource at the disposal 
of the company, and without them and the co-operation of the city in 
circulating the “stock orders,” Cumberland could not have been reached 
in 1842."* The same must be said of the Western Maryland during the 


13 The $5,000,000 Baltimore and Ohio loan was extended after the road between Cumberland 
and Wheeling had been completed, in order to finance a double-tracking program and to enable 
the financially exhausted company to retire old debts—Ord. #57, 1854. 
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construction period. But in other instances, the proportion of city aid 
was too small to make any appreciable difference. Construction of the 
Susquehanna Railroad was suspended in 1854, and it was not com- 
pleted until 1858. A $1,000,000 subscription to the stock of the Valley 
Railroad failed to affect its fate. Construction ceased in 1874 after 
only 27 of a planned 113 miles were completed. The $1,000,000 loan 
to the Pittsburgh and Connellsville in 1856 was hardly enough to 
overcome the exigencies of the business cycle and the hostile legislation 
and litigation inspired by Pennsylvania Railroad interests.’* Sixteen 
years passed before the 149 miles between Cumberland and Pittsburgh 
were completed. 

The fiscal impact of the improvements program is traced in Table II. 
Returns (column 2) include dividends, the proceeds of the sales of 
dividend stocks, interest on loans and interest on stock subscription 
installments paid in advance. The Baltimore and Susquehanna paid 
its first and last dividend of $1,000 to the city in 1833; after 1840, it 
ceased to pay interest on the city loans of $850,000. The Northwestern 
Virginia, the Pittsburgh and Connellsville, and the Western Maryland, 
whose bonds the city endorsed, all defaulted on interest payments (see 
Table III, column 2). Stock holdings in the Valley and Western Mary- 
land were unproductive. There remained only the income from the 
Baltimore and Ohio stock and the interest on the loan of 1853. Returns 
in excess of the interest paid on the bonds issued in order to acquire the 
Baltimore and Ohio stock occurred in only three years in the period 
prior to 1860. Fortunately, these lean years were followed by fat ones. 
There was an unbroken record of net returns from 1863 until 1886. 
During ten of those years, 1872-1876 and 1881-1885, the company paid 
10 per cent cash dividends which did much to offset the increases in 
the total interest burden resulting from the Western Maryland defaults. 
Net returns for the sixty-three-year period during which the city held 
the stock amounted to $1,605,691, or an annual average return of 
$25,487. 

Payments (column 3) include payments on all city indebtedness 
incurred in assisting railroads. This includes the interest on municipal 
bonds issued in order to purchase railroad stock and interest on cor- 
porate bonds where the city was forced to implement its guarantee. 
Whenever the city sold its interest in a railroad, the estimate of the 


14 See Address of John W. Garrett to the Baltimore and Ohio Board of Directors upon his 
Re-Election as President of that Company, December, 1865, p. 6, and Burgess and Kennedy, 
Centennial History of the Pennsylvania Railroad, p. 344. 
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TABLE II 
EXPENDITURES AND RETURNS, 1827-1901 2 
(1) (2) (3) (4) (5) 
Net Payments 
as Per cent 
Net of Total 
Payments Net Municipal 
Year Returns ® Payments & (3)-(2) £ Expenditures & 
1827 ee DY > eters . ee re ee 
Re ete race: 500 500 03 
“lal ellie enter 2,875 2,875 1.13 
an) arse 6,300 6,300 2.34 
merely fF Oy Seshees 12,300 12,300 4-13 
1832 9,829 16,625 6,796 1.03 
1833 6,377 19,750 135373 4.03 
1834 1,755 25,375 23,620 6.92 
1835 12,667 29,750 17,083 3.76 
1836 6,094 29,750 23,656 5.03 
1837 4,740 29,750 25,010 3.03 
1838 22,599 78,250 55,651 6.21 
1839 42,625 78,250 353625 3-73 
1840 42,625 171,250 128,625 10.67 
1841 63,000 172,923 109,923 9.12 
1842 112,493 152,150 39,657 4.59 
1843 933404 254,667 161,263 21.25 
1844 87,500 267,183 179,683 26.20 
1845 105,000 267,183 162,183 22.65 
1846 35,000 267,183 232,183 32.40 
1847 535725 267,183 213,458 22.99 
1848 87,268 267,183 179,915 18.67 
1849 719 267,168 266,449 32.51 
1850 711 267,168 266,457 32.83 
1851 I10,171 267,168 156,997 18.67 
1852 214,894 267,168 52,274 5.07 
1853 206,090 267,168 61,078 5-44 
1854 107,102 326,923 219,821 - 14.83 
1855 351,786 432,168 80,382 4.08 
1856 433,020 531,813 98,793 3-40 
1857 368,046 566,406 198,360 9.67 
1858 411,018 603,207 192,189 7.22 
1859 510,000 627,160 117,160 3-76 
1860 730,500 © 627,160 (103,340) (3.36) 
1861 460,517 717,160 256,643 8.80 
1862 505,000 717,160 212,160 5.90 
1863 702,500 © 717,160 14,660 39 
1864 1,271,459 © 671,483 (599,976) (8.73) 
1865 1,130,484 ¢ 644,483 (486,001) (8.69) 
1866 586,540 596,900 10,360 22 
1867 562,600 578,424 15,824 34 
1868 545,000 578,424 339424 56 


1869 545,000 590,424 45424 71 





Balttmore’s Aid to Railroads 13 








(1) (2) (3) (4) (5) 
Net Payments 
as Per cent 
Net of Total 
Payments Net Municipal 
Year Returns b Payments & (3)-(2) t Expenditures & 
1870 552,500 634,294 81,794 1.21 
1871 560,000 602,424 42,424 76 
1872 625,000 693,437 68,437 1.33 
1873 753,390 4 746,566 (6,824) (.09) 
1874 625,000 743,522 118,522 1.38 
1875 625,000 7345547 109,547 1.55 
1876 625,000 703,887 78,887 1.97 
1877 » 560,000 701,706 141,706 1.16 
1878 515,150 703,183 188,033 1.68 
1879 553,663 691,842 138,179 1.89 
1880 592,500 691,842 99,342 1.34 
1881 625,000 691,842 66,842 97 
1882 625,000 691,842 66,842 89 
1883 625,000 691,842 66,842 75 
1884 625,000 691,842 66,842 85 
1885 625,000 649,342 24,342 31 
1886 560,000 634,038 74,038 95 
1887 452,200 586,624 134,424 1.60 
1888 324,200 586,624 262,424 2.86 
1889 300,000 599,774 2995774 2.88 
TOGO 18a) - bee 195,240 195,240 2.04 
1891 38,200 195,240 157,040 1.58 
1892 38,200 140,700 102,500 1.09 
1893 38,200 140,700 102,500 96 
1894 38,200 140,700 102,500 78 
1895 38,200 140,700 102,500 79 
1896 38,200 140,700 102,500 -74 
1897 38,200 140,700 102,500 .68 
1898 38,200 140,700 102,500 85 
1899 10,510 140,700 130,190 1.27 
1900 147,140 140,700 (6,440) (.06) 
1901 140,700 TAQGOO® see Tastee 
Totals 22,492,411 28,547,175 6,054,764 


® Sources: The Register’s Report, the Register’s Statement, and the Report of the Commis- 
sioners of Finance, 1827-1903. The accounts were kept on a calendar-year basis. 

bIncludes dividends, interest on advanced installments on stock subscriptions, the proceeds 
of the sales of stock dividends, and interest on loans. After 1890, returns consisted of interest 
on loans made to the Western Maryland Railroad Company. 

© Unusually large due to the sale of dividend stocks. 

4 Includes interest on the $5,000,000 loan withheld by the Baltimore and Ohio Company 
and returned to the city. 

€ Includes all interest payments. on account of internal improvements projects and the costs 
of redeeming the “railroad notes.” 

f Years in which there were surpluses are enclosed in parentheses. 

& Net of transfers to the railroads. 


ma 
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interest burden was reduced whether or not outstanding bond issues 
were immediately retired. 

Net payments (column 4) were more than six million dollars for 
the entire period, exceeding returns in only five years (indicated by 
parentheses). For three of those years, the surplus resulted from the 
sales of Baltimore and Ohio dividend shares. The surplus in 1873 
resulted from the payment of interest on the $5,000,000 Baltimore and 
Ohio loan which the company had been withholding since 1862, pend- 
ing legal decisions on the Internal Revenue Act of 1861. The last 
surplus occurred in 1900 when the Western Maryland, after thirty years 
of defaults, managed to pay some back interest. 

The burden of interest payments weighed heavily in the 1840’s and 
1850’s when, for three years, they amounted to over thirty per cent of 
all municipal expenditures. An Internal Improvements Tax was insti- 
tuted in 1839 and levied thereafter until 1878. It ranged, depending on 
the state of the municipal treasury, from 114 to 63 cents per $100 of 
property. 

Profits and losses on capital transactions are roughly measured in 
Table III. The purpose of the analysis is to compare historical costs 
with sales prices. The column of investments includes stock purchases 
and city expenditures for terminal facilities and also includes loans and 
bond endorsements in those cases in which the city was forced to fore- 
close and sell its interest in the roads.” These investments are recorded 
at the original cost to the city. Discounts and premiums on the sale of 
municipal bonds issued in order to finance the investments are added 
to and subtracted from the original cost.’* The premiums and discounts 
were not amortized, as is customary.”’ 

The accrued interest on the principal only (column 2) of loans and 
bond endorsements is added to the original cost or value of the city 
claim.’® Where the railroad itself established a sinking fund which the 
city held in trust, its value has been deducted in arriving at the total 
cost or value of the city claim (column 4). Finally, the profit or loss 

15 Hence, the $5,000,000 Baltimore and Ohio loans and the endorsement of the bonds of 


the Union (of Baltimore) and York and Cumberland roads are not included because those 
companies paid interest and principal. 

16 Just as the city would have recorded premiums and discounts on the cash purchases of 
securities. 

17 On the standard practice, see Carl H. Chatters and Irving Tenner, Municipal and Govern- 
mental Accounting (New York: Prentice-Hal!, 1940), chap. xviii. 

18 The city, as mortgagor, included the interest due on arrearages in computing its total claim. 
See the records of the mortgage interest in the Western Maryland in the Report of the Com- 
missioners of Finance, 1901. About four millions in interest on arrearages is charged against 
the road. 


Re, 
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PROFIT AND LOSS ON BALTIMORE INVESTMENTS @ 
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figure was computed by subtracting the sales price from the total cost 
or value of the city claim. ; 

The record of experience, from an investment standpoint, was not a 
happy one. Losses were incurred in five of the six cases, and total losses 
would have exceeded four million had the interest on the Baltimore 
and Susquehanna loans, waived by the city in 1848, been included. In 
the single instance in which a profit was turned, that of the Baltimore 
and Ohio stock, the city waited too long. Had it sold between 1881 and 
1885 when ten per cent dividends were being paid, instead of in 1890 
after the road had passed dividends, there would have been a really 
handsome profit. Unfortunately, the councilmen were not endowed 
with the hindsight of an economic historian. 

The large losses on the Northwestern Virginia and Pittsburgh and 
Connellsville resulted largely from the inability of the city to protect 
its interests (of which more below) when faced with a shrewd and 
aggressive Baltimore and Ohio management. Generosity almost cost 
the city its entire interest in the Northern Central, for, in 1854, the City 
Council provided for the outright transfer of Baltimore’s interest if the 
management would complete the line from Sunbury to tidewater 
within a ten-year period.” The transfer was nullified by the failure of 
the company to construct the tidewater link. Only in the Western 
Maryland did the officials protect the city’s interest with any degree of 
finesse. The loss suffered at the time of sale was small relative to the 
total investment. There might even have been a profit had the city not 
accepted a lower price from the Gould interests in the hope of making 
Baltimore the eastern terminus of a transcontinental system. 

With the Western Maryland sale in 1902, the long relationship be- 
tween the city and the railroads of the region ended. Only the worthless 
stock of the Valley Railroad remained, and, after 1924, the Commis- 
sioners of Finance no longer even listed it as an unproductive asset. 





II 


A discussion of the motives that shaped the Baltimore program must 
take into account the vast social changes which took place between 
1827 and 1902. The rise of manufacturing industries, the growth of 
corporate power, and the development of powerful urban political 
machines, all had their effects upon attitudes and motives. And yet, in 


19 Ord. #5, 1854, passed over the mayor’s veto by the First Branch on June 2 and by the 
Second Branch on June 21. 
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spite of these economic and political transformations, there were themes 
which persisted and ideas which were repeated throughout the entire 
period, perhaps long after they had become anachronisms. These, and 
the more ephemeral motives of the policy makers, will be discussed in 
this section. 

In the first half of the nineteenth century, there was a fierce rivalry 
among the middle Atlantic seaports for the trade of the Ohio River 
valley. New York, Philadelphia, and Baltimore struggled, in the spirit 
of the city states of antiquity, to develop overland routes and capture the 
bulk of the trade. By 1836, Baltimore had fallen far behind, despite the 
efforts of the municipality and the state.” The Erie Canal had been in 
operation for eleven years, and there were plans afoot for enlarging it. 
Philadelphia was now linked with Pittsburgh by a state-operated system 
of canals and railroads. Neither route could be operated for more than 
seven months of the year, but both were far superior to Baltimore’s 
incomplete line which ran only as far as Harpers Ferry. 

In order to overtake her rivals, Baltimore initiated a program of 
large-scale aid to railroads in 1836 with a subscription of $3,000,000 to 
the stock of the Baltimore and Ohio. The purposes of this action, set 
forth in a report of the Joint Committee on Internal Improvements of 
the Baltimore City Council, clearly expounded the motives for munici- 
pal aid to improvement projects. Its central theme was reiterated until 
the end of the nineteenth century. The committee declared that a crisis 
had arisen in the affairs of the city, “big with the most important con- 
siderations in relation to her future prospect.” The situation, it argued, 


calls for the efforts of our men of business, property holders, capitalists and 
municipal authorities in the adoption of measures for a prompt, vigorous and 
active prosecution of the various works of internal improvement which have been 
commenced and the speedy entrance upon others in contemplation . . . It is 
perfectly evident to every mind that upon the course that is now pursued must 
depend the issue of the question of whether the city of Baltimore is to be reduced 
to a place of comparative insignificance in a commercial point of view, or to 
assume a position, equal at least if not superior to that of any other city in the 
Union. If the opportunities which now present themselves are permitted to pass 
by us unimproved, we must expect to see the trade with the west, which hitherto 
has been enjoyed by our citizens, turned to other channels, to the advantage of 
other cities and our ruin... . 

It is no longer a question whether or not the trade and intercourse with the 


20 For the city’s activities up to this time, see Table I. The state aided the Baltimore and Ohio 
Railroad to the extent of $1,000,000 in subscriptions and loans, and subscribed to $100,000 of 
the stock of the Baltimore and Susquehanna Railroad—Maryland Laws, chaps. 104 and 105 
of 1827, chap. 119 of 1830, and chaps. 33 and 105 of 1833. 
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west is of sufficient importance to compensate for the great expenses necessary to 
be incurred in the construction of great works of internal improvement.?4 





The desire to promote the commercial development of Baltimore was 
the very keystone of the city’s policy. Pecuniary returns on the immedi- 
ate investment were distinctly a secondary consideration, though the 
committee remarked hopefully that the money invested by individuals 
and the city would be “but a loan to be paid with ample and flowing 
interest.” Time after time, the city officials were in later declarations to 
place commercial development above interest and dividends in advo- 
cating aid to railroads. In 1848, when reporting on a proposal by which 
the Baltimore and Susquehanna was to be relieved of the interest burden 
on the city loans as an aid in the construction of its line to Harrisburg, 
the Joint Committee on Internal Improvements stated, “It sometimes 
happens that the city authorities may be inclined to expend money for 
the ultimate, though remote, benefit to be derived beyond interest and 
dividends.” ** Again, in 1856, Mayor Samuel Hinks declared that the 
city “had higher aims” than the private stockholders in the Baltimore 
and Ohio.” And as late as 1890, after the city had severed its connections 
with all roads except the Western Maryland, the arguments of the 1836 
report still found their way on to the floor of the City Council.” 

Baltimore’s railroads were not regarded merely as beneficiaries of 
the city’s liberal policy. More than that, they were viewed as peculiarly 
local institutions, controlled by Baltimoreans in the interest of Balti- 
more. This attitude persisted as a lag phenomenon well into the era 
of the great trunk lines. In 1888, when the Baltimore and Ohio was a 
$54,000,000 corporation whose line extended to Chicago and St. Louis, 
Mayor F. C. Latrobe could still argue, “The road is essentially a Baiti- 
more enterprise, built with Baltimore capital when railroads were 
experiments. It has greatly added to our trade, wealth and prosperity. 
It always has been the pride of our City. Let us spare no effort to retain 
its complete control where it has always been, in the hands of our 
citizens. It deserves forbearance and liberal treatment at all times from 
this community.” *° The road had been exhausted by a recent rate war, 


21 First Branch Journal, March 14, 1836, p. 243. The report was also published in Niles’ 
Weekly Register, L, 68. 

22 First Branch Journal, March 14, 1848, p. 292. 

23 Mayor’s Annual Message, January 1856, p. 23. 

24 See First Branch Journal, May 5, 1890. 

25 Mayor’s Annual Message, January 1888, p. 10. It should be noted that Latrobe was a 
member of a family which had long been associated with the Baltimore and Ohio. He was 
the nephew of B. H. Latrobe, and had himself served as a counsel for the road in 1858.— 
Wilbur F. Coyle, The Mayors of Baltimore (Baltimore: The Baltimore Municipal Journal, 


1919). 
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and Latrobe pleaded with the Council to accede to the request of the 
company that the city extend the $5,000,000 loan of 1854, which was to 
expire in two years, until 1940. An important factor in the Council’s 
refusal to do so was the well-founded belief that the road would even- 
tually fall into the hands of an outside syndicate.”* What is significant 
here is not that the plea failed, but that it was couched in the same 
terms that were employed in the ante-bellum era. 

Because of the freedom with which men moved between corporate 
and public offices, it is difficult, particularly in the formative period, to 
distinguish between politician and entrepreneur, or to ascribe to them 
distinct motives. The career of Thomas Swann is illustrative. He entered 
politics as a Jacksonian Democrat and was sent to Naples on a diplo- 
matic mission in 1833. From 1848 until 1853, he was president of the 
Baltimore and Ohio, and it was under his administration that the road 
was pushed through to Wheeling. He was elected president of the 
Northwestern Virginia Railroad in 1853. In 1856, he ran for mayor of 
Baltimore on the Native American party ticket, and held that office 
until 1861.*° John Lee Chapman and Robert Tunstall Banks served as 
presidents of the Western Maryland after completing terms as mayor of 
Baltimore.”* 

When there were conflicts between the city and the roads in the early 
period, they were treated as disputes between two public bodies, for 
the railroad corporations, particularly the Baltimore and Ohio, were 
looked upon as semipublic rather than private corporations. As the 
railroad systems expanded and a corps of private professional managers 
entrenched themselves, the conflicts between the municipality and the 
private corporate interests became clearer and sharper. By about 1860, 
the City Council was concerned not only with the problem of develop- 
ing railroad facilities, but with regulating or counteracting the power 
of private interests on the boards of directors of the roads in which the 
city was interested. When the question of the purchase of 15,000 shares 
of Pittsburgh and Connellsville stock came before the Council, the Joint 
Committee on Internal Improvements reasoned, “Possession of the 
fifteen thousand shares would give Baltimore forty percent of the stock 


26 First Branch Journal, February 27, 1888, pp. 277-88. The financial condition of the road 
at this time is discussed in Stuart Daggett, Railroad Reorganization (Cambridge: Harvard 
University Press, 1908), pp. 13-14. 

27 Dictionary of American Biography (New York: Charles Scribner’s Sons, 1928 and 1936), 
XVIII, 237-38. Swann was later elected Governor of Maryland on the Union party ticket. He 
returned to the Democratic party and was elected to the House of Representatives in 1868. 

28 Killough, History of the Western Maryland, pp. 95-96, 100. 
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interest, sufficient either to control the road or at least exert a wholesome 
influence in its management.” ** This was an acknowledgment of the 
growing discrepancy between public and private interests. 

John W. Garrett epitomized the attitude of the railroad officialdom 
toward public aid in the postwar period. He became president of the 
Baltimore and Ohio in November of 1858, and from that time until his 
death in 1884 he dominated the affairs of the company with all the skill 
and aggressiveness which marked him as one of the great railroad 
tycoons of the period. Although he fought a successful battle to end 
public control of the Baltimore and Ohio, which was exercised through 
a majority of city and state members on the board of directors, he was 
not averse to accepting public subscriptions where control was firmly 
vested in private hands. In 1869, when he was seeking municipal 
subscriptions to the Valley and Danville and Lynchburg roads, he 
denied that the Baltimore and Ohio had any interest in them as “mere 
railroad questions.” The city, he held, should aid these roads because 
she would benefit by them, and because it “was impossible to obtain 
the large sums necessary for such works from individuals.” While he 
was careful to dwell upon the older theme, Garrett made it perfectly 
clear that the city’s role was to be a passive one, that of assisting private 
enterprise only when it was weak.*° 

The desire to create a strong rival to the Baltimore and Ohio was 
a motive which cannot be ignored in any account of the long association 
between the city and the Western Maryland. That road’s most vigorous 
supporter was John Lee Chapman, an old-line Whig who succeeded 
to the mayoralty after the arrest of George W. Brown by Union 
forces in the fall of 1861. Chapman saw in the Western Maryland 
the possibility of a rival western route which would run west from 
Chambersburg to Pittsburgh, along a line surveyed in 1838 for the 
Canal Commissioners of Pennsylvania, to the partially completed Pitts- 
burgh and Connellsville. This project brought him into headlong 
conflict with the Baltimore and Ohio interests, who regarded the 
Pittsburgh and Connellsville as a valuable adjunct to their own road. 
Chapman’s threat was a serious one. He traveled over the Chambers- 
burg route with an engineer (at his own expense) in the summer of 
1863, and went so far as to make preliminary arrangements to obtain 
western connections for the projected line. While on a visit to New 
York, he met with committees of the Pittsburgh and Connellsville and 


29 First Branch Journal, February 27, 1860, p. 155. 
30 Garrett, Address of John W. Garrett, p. 14. 
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Pittsburgh, Fort Wayne, and Chicago roads at “the home of one of 
the principal bankers of that city.” He gave them the particulars of the 
route which he had examined and “was assured that the money could 
be furnished to complete the road as soon as a survey and legislation 
could be arranged.’ The Fort Wayne and Chicago management, he 
explained, was anxious to obtain an outlet for a volume of freight 
which was too large for the Pennsylvania Railroad to accommodate 
alone.** Even before this announcement, the Baltimore and Ohio 
management was well aware of Chapman’s activities and subjected 
him to a vigorous attack which did not subside until he left office, 
having failed in his attempt to create a rival western road.” 

During the following year, a city investigation revealed the lengths 
to which the former Mayor had been willing to go in championing his 
cause. The issue turned upon the circumstances surrounding an endorse- 
ment of Western Maryland bonds, authorized in 1864 during Chap- 
man’s incumbency. He admitted that he had been involved in the 
negotiations leading to the purchase of the votes of three councilmen 
while the endorsement ordinance was pending in the First Branch. 
Part of the money was supplied by a contractor for the Western Mary- 
land who was anxious to receive pay due him by the perpetually 
embarrassed company. At the same time, the investigation established 
the fact that the City Register had hypothecated “a large amount of 
Western Maryland Railroad bonds, thereby subsidizing his office to 
the advancement of private interests,” by permitting one of the city’s 
leading financiers and philanthropists to hold them without risk until 
the market price advanced. “Speculation,” commented the First Branch, 
“Gs no part of the Register’s duty.” *° 

Evidently, then, bonds were not always endorsed for the sole purpose 
of aiding struggling railroads. In the Baltimore program, as in other 
great undertakings, the motives, civic and commercial, were generally 
lofty, but not unmixed with venality. 


31 Mayor’s Annual Message, January 1864, pp. 29-30. 

32 Benjamin H. Latrobe, the president of the Pittsburgh and Connellsville, confessed to having 
authored The Western Maryland Railroad and His Honor the Mayor versus the Baltimore and 
Ohio Railroad (1863), a pamphlet which he signed “‘expositor.”—First Branch Journal, 1864, 
p. 107. Chapman’s version of the battle may be followed in the Mayor’s Annual Message for 
1864, 1865, and 1866. After the 1866 message, which contained a particularly strong attack on 
the Baltimore and Ohio, Garrett replied that Baltimore could not afford to see its leading work 
“crippled by an unnecessary and certainly unremunerative parallel line.” He characterized 
Chapman as a “monomaniac, subject to phantasies,” in his devotion to the Western Maryland 
and hatred of the Baltimore and Ohio.—Baltimore Sun, February 15, 1866. 

33 First Branch Journal, April 23, 1868, pp. 678, 684-85, 903. The three bribed councilmen 
were expelled from the First Branch. The journal gives names and full details of the transactions. 








= 


22 Carter Goodrich and Harvey H. Segal 





Il 


In the early decades of construction, new railroad projects were 
customarily launched by means of internal improvement conventions 
or public meetings attended by delegates from points along the line of 
the projected work. The business of the convention was to draw up re- 
ports, pass resolutions, and make plans to obtain the necessary legis- 
lation and assistance from state and local governments. Since the dele- 
gates were almost always prominent citizens seeking to further a highly 
popular cause, the press coverage was usually beth sympathetic and 
voluminous. Frequently, a journal of proceedings, published in con- 
venient pamphlet form, would appear afterwards. 

Two highly successful conventions were staged by Baltimore and 
Ohio interests at crucial junctures in the company’s history. The first, 
which met at Brownsville, Pennsylvania, in November 1835, called for 
subscriptions from the states and municipalities through which the 
western section of the road was to pass. A second meeting was held in 
Baltimore in May of the following year, at a time when the Maryland 
legislature was deadlocked over the issue of permitting the railroad 
company to extend its line beyond Harpers Ferry in advance of the 
Chesapeake and Ohio canal. In both instances the objects were 
achieved.** 

Although none of the railroad projects were initiated by the munici- 
pal government, Baltimore councilmen and other city officials actively 
participated in the early promotional efforts. Their names appear on 
the rolls of every railroad convention, beginning with one held in 1827 
in which the Baltimore and Ohio company was organized.*” Mayor 
Samuel Smith was the chairman of a local meeting in which delegates 
to the Brownsville convention were appointed.** When the York and 
Cumberland Railroad was organized in 1849, the city was not able to 
extend direct aid, but Mayor Stansbury served as chairman of a meeting 

34 “The Brownsville Railroad Convention,” Niles’ Weekly Register, XLIX, 237-38; Journal 
of the Proceedings of the Convention on Internal Improvements of Maryland, Held in Baltimore, 
May 2, 1836. Similar meetings were held by Baltimore and Susquehanna interests in launching 
the York and Cumberland and Susquehanna roads. See the Baltimore Sun, January 20 and 23, 
1849, for an account of the York and Cumberland meeting; also Report of the Committee 
Composing the Delegates Appointed by the Citizens of Baltimore to the Susquehanna Railroad 
Convention, Held at Sunbury, May 20, 1851. 

35 Proceedings of Sundry Citizens of Baltimore Convened for the Purpose of Devising the 
most Efficient Means of Improving Intercourse between that City and the Western States, 


February 12-19, 1827, p. 31. 
36 Niles’ Weekly Register, XLIX, 190-91. 
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in which plans for house-to-house canvassing for private subscriptions 
were formulated.** This participation should not occasion surprise if 
it is recalled that the process of incorporation was essentially political, 
since charters were obtainable only by special legislative acts.** In 
addition there was the problem of obtaining public assistance. Both 
required well-planned political action. The Council not only voted 
loans and subscriptions to the early roads, but was able, whenever neces- 
sary, to exert strong pressure upon the Baltimore delegation at An- 
napolis. 

By the 1850’s, the situation was somewhat changed. New roads were 
projected as branches of the established original lines and, although 
public aid and political support were still necessary, the task of initiating 
and promoting was gradually taken over by the professional corporate 
managers. By 1869, when the Valley subscription was before the Coun- 
cil, the transformation had been completed. There was a letter from 
General Robert E. Lee and a visit from a Virginia delegation, but the 
organizational groundwork had already been carefully laid by Garrett. 
He had acquired interests in the connecting lines to the north, secured 
subscriptions from Virginia counties, and by virtue of a Baltimore and 
Ohio subscription would be able to install his son as president. It was 
now a question of public assistance to a well-established organization.” 

Throughout most of the period, applications for assistance to rail- 
roads were referred to the Joint Standing Committee on Internal Im- 
provements of the City Council. This important committee was charged 
with the task of investigating applications and suggesting appropriate 
action in reports to the Council. Toward the end of the period, its 
functions were performed by the Joint Committee on Ways and Means 
and by ad hoc committees. 

Municipal grants of aid required legislative authorization in the 
form of enabling acts, which permitted increases of the city debt. The 
Maryland Constitution of 1867 further provided that all ordinances 
authorizing assistance be submitted to the legal voters. This restriction 
was a not very effective deterrent to the extension of additional aid. Of 


37 Baltimore Sun, January 23, 1849. Mayor J. H. T. Jerome presided over a Susquehanna 
Railroad meeting in 1852.—American Railroad Journal, XXV, 181-82. 

38 The Maryland Constitution of 1851, art. III, sec. 47, provided for incorporation under 
general laws.—Francis Newton Thorpe, Federal and State Constitutions (Washington: United 
States Government Printing Office, 1909), III, 1726-27. Local aid measures still required 
legislative authorization. 

39 For Lee’s letter, see First Branch Journal, 1869, p. 454. Garrett outlined his plans for the 
Valley and discussed the forthcoming visit of a Virginia delegation in a directors meeting of 
the Baltimore and Ohio, Remarks of John W. Garrett . . . made on April 14, 1869, pp. 13-14. 
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seven proposals submitted to the voters between 1867 and 1886, only 
one, providing for the endorsement of $750,000 of the bonds of the 
Lynchburg and Danville, was defeated.*° 

In advocating assistance to individual roads, the city officials con- 
stantly emphasized interregional connections, existent or prospective. 
Mayor Swann, in his annual message in 1859, devoted no less than seven 
pages to his favorite road, the Northwestern Virginia, in which the 
distances from seaboard points, the probable volume of trade, and the 
effects of the road on the competitive position of Baltimore were treated 
in minute detail. Garrett also stressed interregional connections when 
he advocated aid to the Valley and Lynchburg and Danville roads, 
and held out the prospect of one and one-half million dollars of 
southern trade for Baltimore “in each and every year after their com- 
pletion.” ** To characterize a road as “local” was to condemn it, and 
the advocates of particular projects were constantly on guard to defend 
them against such a charge. When the majority of the Ways and Means 
Committee advocated assistance to the Lynchburg and Danville, they 
stated: 


It is objected that the Lynchburg and Danville is a mere local road. The shortest 
and best reply is that the interest shown before the committee in its favor by the 
Orange and Alexandria Railroad on the north, and the great number of railroad 
presidents and merchants from points far south of Danville, and the efforts to 
defeat it by gentlemen confessedly interested in other lines of communication, 
prove that, to this objection, at least, there is no foundation.*” 


Only the Western Maryland was vulnerable to the charge of being 
a “mere local road,” of beginning in Baltimore and ending nowhere. 
The battle Chapman waged in the 1860’s can be interpreted as a rather 
desperate attempt to obtain interregional connections for the road. 
After he failed, hopes for breaking through to the west ran high once 
more in 1884, when freight contracts were signed with the South 
Pennsylvania road, then in the process of construction. A junction of 
the two roads was planned at Shippensburg.** The abandonment of the 


40 Baltimore Sun, May 18, 1870. Balloting took place on May 18 and the measure was 
defeated 5,733 to 3,983. In one instance, involving the Maryland Central Railroad, the Council 
repealed an aid ordinance which had been approved by the voters because the company could 
not comply with its provisions. 

41 Garrett, Address of John W. Garrett, p. 14. 

42 First Branch Journal, May 15, 1870, p. 403. 

43 Projected by New York Central interests in order to parallel the Pennsylvania Railroad, the 
South Pennsylvania was abandoned after a “peace treaty” was arranged between the warring 
parties by J. P. Morgan. For an abbreviated account of the incident, see Alvin Harlow, The 
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South Pennsylvania during the following year came as a bitter blow. 
John M. Hood, the president of the Western Maryland, described it as 
“a most unfortunate termination of an enterprise which promised great 
benefits to this road and the city of Baltimore . . .” “* 

The last attempt to transform the road occurred when the city sold 
it to the Gould interests in 1902. George Gould failed before he could 
complete his transcontinental system with the Western Maryland as 
the eastern terminus, but he did manage to extend the road as far as 
Cumberland. 


IV 


While state ownership predominated in New York, Pennsylvania, 
and Ohio, Maryland’s internal improvement projects were conducted 
as mixed enterprises, financed from both public and private sources. 
A substantial network of railroads was created by the mixed companies, 
but their existence gave rise to new problems. Who was to determine 
their policies, the public officials or the private shareholders? Was it 
possible to reconcile the interests of the public and private shareholders? 

A pattern for mixed railroad enterprise was established by the Balti- 
more and Ohio charter. The city and the state were to supply more than 
half of the capital, but their control of the company was noi to be 
absolute: 


.  . the state of Maryland and the city of Baltimore, may appoint one additional 


director for every twenty-five hundred shares... by them owned... but 
[they] shall not be permitted to vote upon their shares in the election of directors 
by the private shareholders in the general meeting . . .45 


When the large city and state subscriptions were authorized in 1836, *° 
the ratio of public representation was reduced to one director for every 
additional 5,000 shares, an action that was taken in order to limit the 
size of the Baltimore and Ohio directorate to thirty members, of which 
the private shareholders would elect twelve. This arrangement elicited 
the protest of the members of the Joint Committee on Internal Improve- 
ments in their report of 1836, but they held the completion of the road 


Road of the Century: The Story of the New York Central (New York: Creative Age Press, 1947), 
pp. 327-29. Agreements between the Western Maryland and the South Pennsylvania are dis- 
cussed in the 22nd Annual Report of the Western Maryland Railroad, 1884, pp. 9-11. 

44 22rd Annual Report of the Western Maryland Railroad, 1885, p. 8. 

45 Maryland Laws, 1826, chap. 123, sec. 7, passed February 28, 1827. 

46 [bid., 1835, chaps. 127 and 395. 
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to be so important “that all objections of minor importance should be 
waived.” *” When the new subscriptions were made, a system of mixed 
representation in the Baltimore and Ohio directory was established 
which remained in force until 1867. The state appointed ten directors, 
the city eight, and the private shareholders twelve.** 

Somewhat different arrangements were made in the case of the 
Baltimore and Susquehanna. Its charter provided that twenty per cent 
of the capital stock—$200,000—was to be reserved for the city and state, 
in return for which they were to seat four of the twelve directors.” 
In 1839, the state legislature voted to lend the company $750,000 in 
return for which the number of directors was reduced to nine, five of 
whom were to be appointed by the state, two by the city, and two by the 
private shareholders.” 

The mixed enterprise principle was never seriously challenged in 
the City Council. It was occasionally attacked by advocates of public 
ownership in the early period, but never with success. In 1836, shortly 
before the $3,000,000 Baltimore and Ohio subscription was authorized, 
Councilman Ridgely introduced an ordinance calling for the public 
ownership of the road as a means of sparing the pocketbooks of the 
merchants. “Private capital,” he said, “has already been too much 
drained—our good merchants are milch cows, and we are apt to go to 
them to fill up the public pails—their capital should go to the wants of 
trade—it is better that they should have it than any comMPaANrEs or 
corPoraATions—better for the public.” The railroad should be publicly 
owned “because the benefit is diffusive” and because private stock- 
holders “grumble . . . if they do not get quickly dividends.” ** The 
proposal never survived a second reading. 

Protection of the city’s interest was the task of the directors who were 
appointed by the mayor or elected by the Council to the directorates of 
the railroad companies.” Those on the boards of the Baltimore and 
Ohio and Baltimore and Susquehanna companies issued annual reports 
to the Council throughout most of the ante-bellum period in which 


47 Ibid., p. 251. 

48 The city and the state were each entitled to two directors for the $500,000 subscriptions 
authorized in 1827 and to six directors each for the $3,000,000 subscriptions of 1836. A $500,- 
ooo subscription to the Washington Branch, made in 1834, entitled the state to appoint two 
more directors than the city—Maryland Laws, 1833, chap. 105, passed February 27, 1834. 

49 Maryland Laws, 1827, chap. 123, passed February 13, 1828. 

50 [bid., 1838, chap. 395, passed April 5, 1839. 

51 First Branch Journal, January 25, 1836, pp. 46-48. Capitals in the original. 

52 Directors of the Baltimore and Ohio, Baltimore and Susquehanna, and Western Maryland 
were elected by the Council, although at first they had been appointed by the mayor. 
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they reviewed the operations and policies of the companies. All were 
frequently called upon to supply information or justify particular 
policies. But the Council did not rely solely upon its directors to protect 
the city’s interest. Stringent provisions were written into the ordinances 
authorizing aid. Specified proportions of capital had to be paid in before 
the City Register was permitted to make payments on the city’s stock 
subscriptions.”* Loans and bond endorsements were made only after 
satisfactory mortgage deeds were delivered to the city. On two occa- 
sions, when the Baltimore and Susquehanna and Western Maryland 
were concerned, the Council sought to ensure construction by advanc- 
ing loans and endorsing bonds in installments, only after being satisfied 
that successive sections of the roads had been completed. Special com- 
mittees of the Council were appointed for the purpose of making 
inspections of new projects, particularly if there was any doubt con- 
cerning the progress of construction. Occasionally, expert accountants 
and engineers were retained to make detailed reports on finished roads. 
Full disclosure of the financial conditions of the companies, which was 
often obscured in their annual reports, was frequently demanded.” 

The Council rarely hesitated to advise the corporate managers, par- 
ticularly those of the Baltimore and Ohio company. During the depres- 
sion in 1842, a resolution was passed instructing the city directors 
of the Baltimore and Ohio to secure a reduction in the number of 
company officials and reductions in the salaries of those who re- 
mained.” When a city director of the same road informed the Council, 
in 1857, that the management had ordered eleven locomotives from 
a Taunton, Massachusetts, firm, its members were incensed. A resolu- 
tion was passed instructing the directors for the city “to oppose the 
consummation of any contracts for machinery, cars, engines, etc., with 
persons out of the state of Maryland . . . unless upon examination it 
shall appear that the true interest of the Company requires that said 
machinery . . . should be procured abroad.” °° The Council intervened 
on behalf of labor in 1880, when it instructed its directors of the Balti- 
more and Ohio’ to “make every honorable effort to induce the... 
company to advance the wages of its employees .. .””" 

53 See the ordinances authorizing subscriptions to the stock of the Baltimore and Ohio, 


Baltimore and Susquehanna, and Valley railroads: Ord. #37, 1830; Ord. #1, extra sess. 1830; 
and Ord. #59, 1869. 

54 See the report submitted by the Baltimore and Susquehanna, First Branch Journal, 1837, 
pp. 83-84. — 

55 Res. #37, March 8, 1842. 

56 First Branch Journal, 1857, pp. 190-93. 

57 Res. #101, 1880. 
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There were no important disputes between the railroad managements 
and the city until the middle 1850’s. But in 1848 a legal precedent was 
established which made the defense of the city’s interest extremely 
difficult. The city had attempted to collect a state tax, levied upon shares 
of stock, which the Baltimore and Ohio company challenged on the 
grounds that its charter exempted its capital stock from all taxation. 
When the case reached the Maryland Court of Appeals, Judge Thomas 
B. Dorsey not only ruled against the city, but departed from the specific 
issues to declare: 





It is a matter of notoriety and of history, that in chartering the Baltimore and 
Ohio Railroad Company, the legislature and the people of Maryland regarded 
the completion of the work as a great state object, tending eminently to promote 
the future wealth and prosperity of Maryland, and particularly of the city of 
Baltimore . . . They were duly sensitive that this gigantic and patriotic under- 
taking could not be accomplished but at great expense and hazard of pecuniary 
loss to its undertakers. As an encouragement to the enterprise, they were willing 
to confer on it every immunity, privilege and exemption which could reasonably 
be required, and tend to its completion. 

In expounding, therefore, those provisions of the charter of the company, by 
which its expressed privileges and exemptions are imparted, liberal rules of inter- 
pretation for its benefit ought to be adopted to effectuate the beneficent designs 
of the legislature, and not such rules of restriction and limitation as should be 
applied to the charters of companies incorporated for the peculiar benefit of 
their stockholders.5§ 


This doctrine was to have far-reaching consequences for the city. 

A period of conflict between the city and the private interests in the 
Baltimore and Ohio company began in 1856. At the end of that year, 
a committee of five was appointed by the board of directors of the 
company to report on the amount of “undivided surplus profits” which 
had been invested in the extension of the road to Wheeling. It soon 
became apparent that it was the intention of the management to issue 
a large “extra dividend” in 6 per cent bonds, convertible to stock in 1862. 
This policy has been attributed to Garrett, who controlled the largest 
block of privately held shares through the banking firm of Robert 
Garrett and Sons.”® Before the committee could issue its report, the 
City Council condemned the proposed dividend as a stock-watering 
maneuver which would increase the interest burden of the company 
and, indirectly, that of the city taxpayers.°’ A week later an extra- 


58 Maryland Court of Appeals, 6 Gill 297. 

59 John Thomas Scharf, History of Western Maryland (Philadelphia: L. H. Everts, 1882), 
II, 1513. Garrett entered the directorate in October 1857. 

60 Res. #7, passed December 10, 1856. 
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dividend resolution was passed by the Baltimore and Ohio directorate— 
and to make matters worse—with the assistance of three of the eight 
city directors. After this betrayal, a series of strong resolutions was 
introduced in the Council, calling upon the mayor to seek an injunction 
against the company and demanding an investigation of the stock 
holdings of the three councilmen whose defection had made passage 
of the extra dividend possible.** Thomas Swann, then mayor, attempted 
to play the role of peacemaker. When it was apparent that the company 
had no intention of yielding, he wrote to Chauncey Brooks, the presi- 
dent, that he no longer “had a right to stand between the City Council 
and litigation,” having made an earnest attempt to “harmonize these 
conflicting interests.” °° The Council then formally censured the offend- 
ing city directors and instructed the city counsellor to obtain an 
injunction against the company.” 

This action was followed by lengthy litigation which cannot here be 
treated in detail. A settlement was finally reached in 1860, when the 
city, convinced that the company was now in a position to pay the 
accumulated interest on the dividend bonds, withdrew its suit.® 

While the extra-dividend case was in the courts, Garrett became 
president of the Baltimore and Ohio, and almost at once embarked 
upon a campaign against the system of mixed representation.” In 
January 1860, he had a bill introduced into the Maryland senate which 
provided for an enlarged Baltimore and Ohio directorate of forty-one 
members, twenty-three of whom were to be elected by the private 
shareholders. The Council responded by appointing a joint commit- 
tee of six members who were to direct a fight against the bill in 
Annapolis. An intense battle of words followed, and one advocate of 
mixed control, who pamphleteered under the nom de plume of “Mary- 
lander,” employed a familiar argument: 


61 First Branch Journal, December 1856, pp. 110-47. This was the first time in which directors 
appointed by the city had defied the wishes of the Council. Directors appointed by the state 
voted against the city on several occasions, as they did in the extra-dividend case. In 1850, 
for example, the state’s directors on the Baltimore and Susquehanna company joined the private 
directors in securing the passage of an act which permitted the company to extend its line 
within the city limits, and which was opposed by the City Council—First Branch Journal, 
1850, pp. 304-5, 326-33. 

62 [bid., January 2, 1857, p. 193. 

63 Res. #29, passed January 5, 1857. 

64 The history of the case is discussed in Baltimore and Ohio Company Extra Dividend Case 
(1860), a pamphlet which contains several relevant documents, among them a letter to Garrett 
from John Lee Chapman. On the Council’s decision to withdraw its suit, see First Branch 
Journal, July 17, 1860, pp. 609-10. 

65 Scharf, History of Western Maryland, chap. lix, and Festus P. Summers, The Baltimore 
and Ohio in the Civil War (New York: G. P. Putnam’s Sons, 1939), pp. 37-40. 

86 First Branch Journal, March 5, 1860, p. 186. 
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If this were a mere private corporation . . . it would be indifferent to the public, 
whether a director represented 2,500 shares of stock, or 250. But a Railroad, and 
especially this one, is in its very nature a public work . . . It ought, therefore, to 
be regarded as an exception to ordinary private corporations.®* 


It would appear that Judge Dorsey’s doctrine of the exceptional nature 
of the Baltimore and Ohio was useful to both sides. 

Garrett failed to destroy the system of joint representation in 1860 
and, before the issue was settled, he engaged in a second major dispute 
with the city. At the end of 1856, after the Northwestern Virginia 
company had failed to pay the interest due on the endorsed bonds, the 
city and the Baltimore and Ohio company, as creditors of the North- 
western Virginia, entered into an agreement which was designed to 
relieve the city of the interest burden. The Baltimore and Ohio was to 
operate the road and pay the interest on the endorsed bonds out of 
the net revenues until January 1862. But in July 1861, the Baltimore and 
Ohio management notified the Council that they would no longer 
meet the interest payments. According to the statement of its counsel, 
the Baltimore and Ohio company had paid $324,525 more in interest 
than it had received in revenues from the Northwestern Virginia 
operations.” The Council instituted legal action against the Baltimore 
and Ohio, and some months later repealed an ordinance, passed in 
1859, under the terms of which the Northwestern Virginia was to have 
received 25 per cent of the Baltimore and Ohio dividends for four years 
in order to improve the road.” 

It soon became obvious that Garrett’s moves in the Northwestern 
Virginia case were part of a larger plan to develop a new western route. 
Through his banking firm, he had acquired an interest in the bankrupt 
Central Ohio, a road which ran southwest from Bellaire, opposite 
Wheeling, to Columbus; and he planned to acquire control of it for the 
Baltimore and Ohio through the purchase of $1,250,000 of defaulted 
first mortgage bonds. Mayor Chapman, whose relations with the 
Baltimore and Ohio have already been discussed, saw in this move a 
threat to the city’s $1,500,000 interest in the Northwestern Virginia, and 
immediately took legal action to enjoin the purchase of the Central 


67 Objections to Yielding to Northerners the Control of the Baltimore and Ohio Rail Road 
on which Depends the Development of the Farms, Mines, Manufactures and Trade of the 
State of Maryland, by a Marylander (1860), p. 4. Italics in the original. 

68 Second Branch Journal, July 3, 1861, pp. 300-9. 

69 See Table I. Ord. #6, passed February 18, 1862, repealed Ord. #100 of 1859, which 
provided for the extension of aid to both the Northwestern Virginia and the Union (of Ohio) 
roads. 
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Ohio bonds by the Baltimore and Ohio company.’ His action was 
taken without the authorization of the Council, and a heated debate on 
the issue followed. The majority of the Joint Committee on Internal 
Improvements, in a report issued shortly afterwards, supported the 
board of directors of the company in their advocacy of “a centre connec- 
tion.” The Central Ohio, they held, must not be “suffered to pass under 
the control of rival roads and interests.” They concluded by stating that 
they preferred to leave “the matter in the hands of the directors lately 
appointed by the Council expressly for the purpose of seeing after and 
protecting the interests of the city .. .”" The minority of the com- 
mittee members issued a thundering dissent. They denied that it was 
in the city’s interest to keep the Central Ohio out of the hands of the 
Pennsylvania Railroad, and attacked the Baltimore and Ohio program 
of expansion through the acquisition of weaker lines: 


The necessity of antagonizing that road [the Pennsylvania Railroad] is pressed 
upon us with great earnestness. To the undersigned the reason is not sufficient. 
We believe that the true policy of railroad management lies in fair, vigorous, 
earnest competition, and in a consistent regard to the great laws of supply and 
demand; not in efforts to underbid, or outreach, or overcome by buying up line 
after line of tributary road. If this policy is to be adopted, where is it to stop? 
Our railroad Napoleons, or rather Alexanders, will cross the Ohio, like another 
Indus, and their ambition will not be satisfied, till, having mastered successive 
lines from the Ohio to the Mississippi, and the Mississippi to the Pacific, they 
finally pause on the ocean’s edge, and weep that there are no more rival companies 
to conquer! 7 


Judge Bartol, who rendered the court’s decision, reiterated the 
doctrine of the 1848 tax case, adding that “It must be borne.in mind, 
that we are not dealing with an ordinary corporation created only for 
the pecuniary benefit of its stockholders.” “* Irrespective of the ultimate 
wisdom of the city’s opposition to the Central Ohio acquisition, it was 
quite clear that as a principal stockholder she could do little or nothing 
to shape the policy of the corporation. In the eyes of the law, the 
Baltimore and Ohio was still a public work, and Garrett a public- 
spirited citizen who placed the city’s welfare above pecuniary gain. 

Garrett achieved his ambition to end the public majority in the 
directorate of the company when a new state constitution, ratified in 


70 Second Branch Journal, March 11, 1863, pp. 187-88. 
71 First Branch Journal, March 1863, pp. 287-93. 

72 Ibid., p. 315. 

73 21 Maryland Reports, p. gt. 








32 Carter Goodrich and Harvey H. Segal 





1864, authorized the exchange of Maryland’s shares of Baltimore and 
Ohio stock for equal amounts of the state debt." No action was taken 
by the state officials until 1867, when enough shares were exchanged 
to end the public majority.”” Even before this, Garrett’s political power 
was such that he had little to fear from the city government. As early 
as 1860, an opponent had described him as “the most important indi- 
vidual in the Commonwealth . . . by far more powerful for good or 
evil than was the President of the United States Bank.” And an 
admiring historian of the railroad, boasting about Garrett’s power, 
stated, “The word of the President of the Baltimore and Ohio was 
law to the Governors, all state officials, including Senators and members 
of the National House of Representatives.” “° Both the city directors 
and the majority of the Internal Improvements Committee of the City 
Council supported him in the Central Ohio case. He received similar 
support in the Pittsburgh and Connellsville struggle, already alluded 
to, in which Chapman would have been less troublesome had he not 
been able to appoint the city directors of that road. 

Not only the political power of Garrett, but the position of the city 
as a creditor, made the protection of its railroad interests difficult. 
When the Northwestern Virginia defaulted on the endorsed bonds in 
1856, the city, as a first mortgagor, could have foreclosed. But the road, 
although in operation at that time, was as yet unfinished. If the city had 
foreclosed, it would have had to become the purchaser and invest an 
additional three and one-half million dollars if it were to have any hope 
of making the road productive.” Such a step would have required the 
approval of the state legislature, which might have been difficult to 
obtain. A similar consequence would have followed from a foreclosure 
of the mortgage on the Pittsburgh and Connellsville, with one im- 
portant difference. The Council had been induced to relinquish the 
city’s first mortgage lien on ten miles of the road in 1858,” and its title 
was not clear. Faced with the prospect of further charges on investments 
in unfinished roads, the councilmen had no choice but to suffer heavy 


74 Maryland Constitution, adopted October 13, 1864, art. 3, sec. 52. Thorpe, Federal and 
State Constitutions, pp. 1758-59. 

7 Annual Report of the Comptroller of the Treasury Department, 1867 and 1868. Also 
the Annual Message of Governor Thomas Swann, January 1868, pp. 5-6. The city sold 2,500 
shares of its stocks at the same time. See Table III. 

76 Objections to Yielding to Northerners, p. 9; Paul Winchester, Graphic Sketches from the 
History of the Baltimore and Ohio Railroad (Baltimore: The Maryland and County Press 
Syndicate, 1927), I, 21-22. 

77 See Mayor Swann’s Annual Message, January 19, 1857, p. 16. 

78 Ord. #22. 
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losses in the sale of the city interests in both roads to the one power 
willing and able to complete them—the Baltimore and Ohio.” 

The city’s success in maintaining a tight control over the Western 
Maryland may be attributed in large part to the fact that its position 
was never seriously challenged by strong private interests. Lacking 
important freight connections, the earnings record of the road was so 
dismal that the city was obliged to pay interest on its loans and endorsed 
bonds in every year from 1869 until 1900. Unlike the trunk-line 
branches, it was hardly worth fighting over. 

Control of the company was obtained by the city in 1870 when it 
made the endorsement of $1,400,000 of company bonds contingent upon 
its right to appoint a majority of three members to the board of 
directors.*” This control was protected and tightened in 1872 and again 
in 1875 and 1876, when the Commissioners of Finance were authorized 
to purchase about $250,000 of defaulted first and preferred second 
mortgage bond coupons which were held by private parties who 
threatened to institute foreclosure proceedings. 

John M. Hood, an engineer, was installed as president and general 
manager of the road in 1872, and remained in office until the city’s 
interest was sold in 1902. With generous .assistance from the city, he 
managed to improve the roadbed and equipment, supervise the con- 
struction of city passenger and freight terminals, and acquire and 
expand a network of lines in Pennsylvania. Yet the road was a profit- 
less venture. In 1892, the Council appointed a commission to investigate 
the affairs of the company. It reported that the total city interest in the 
road—loans, endorsements, subscriptions, and interest in arrears, etc.— 
amounted to $8,458,198 while the road was worth—on a replacement 
cost basis—only $3,458,197." The road, they agreed, had done much to 
increase the city’s trade, “but at what a cost to the taxpayers!” They 
recommended that a good comptroller be appointed to overhaul the 
company’s atrocious accounting system *” and that sale of the city’s 
interest be deferred for several years until the earning power of the 
road could be ascertained. 


79 The sales agreements contained provisions for the completion of both roads by the 
Baltimore and Ohio.—Res. #7, 1864, and Ord. #47, 1875. 

80 Ord. #11, passed January 21, 1870. 

81 Report of the Commission to Investigate the Affairs of the Western Maryland Railroad 
and the Interest of the City Therein, to the Mayor and City Council of Baltimore . . . together 
with the Reports of Stephen Little, Expert Accountant, and H. T. Douglas, Expert Engineer 
(1893), Pp. 34-35. 

82 The interest in arrears on the city loans and endorsements, which amounted to over 
$3,000,000, never appeared in the annual statements of the company’s treasurer. 
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At the time the city announced its intention to foreclose and sell 
its interests, the prospects of the road were brighter. Its net income in 
1901 was over $800,000.*° This record, coupled with the desire of the 
established roads to prevent George Gould from completing the eastern 
seaboard link of his system, explains the attractiveness of the bids 
received by the city for its interest: 


| ne $10,001,000 
Varney Sydicate nn... .csccccns... $10,000,000 
Hambleton & Co. and 

George D. Cook & Co. .................. $ 9,250,000 
Puller Gymidicate on... cscs $ 8,751,370 * 


The sale to the Fuller Syndicate, representing George Gould, was made 
at a sacrifice so that the Western Maryland would become part of a 
system “independent of the New York Central and Pennsylvania 
Railroad’s ‘community of interest’ plan . . .” * 


V 


In 1862, twenty-five years after Baltimore’s first railroad investment, 
the Joint Standing Committee on Internal Improvements laid down 
principles for the guidance of the city. It should follow a “wise policy 
which shall be at once jealous and liberal”—liberal in the encourage- 
ment of works of internal improvement and jealous in the protection 
of the city’s interest in them. Nearly thirty years later, when new 
projects of railroad aid could no longer secure majority support, it was 
still possible for members of the City Council to declare that it had 
been “the undeviating policy of this city to assist in the establishment 
of new railroads as the arteries of trade and commerce” and to claim 
that this policy had “always brought financial returns to the city, and 
[had] been in many ways vindicated as far sighted and politic.” 

The policy had certainly been a liberal one, as witness the figures of 
Table II and the fact that, for a number of years, more than 20 per cent 
of the municipal budget was devoted to the service of internal improve- 
ment obligations. The claim of financial returns is not substantiated by 
the tests of interest and dividends and capital gain and loss on the 

83 First Branch Journal, April 20, 1902, pp. 823-24. 

84 Ibid., April 21, 1902, pp. 754-816. 


85 Ibid., May 5, 1902, pp. 951-53, from the statement of the Merchants and Manufacturer’s 
Association in support of the sale to the Fuller Syndicate. 
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investments themselves. The advantages gained were rather in the 
form principally intended, in the creation of arteries of trade to increase 
the business of Baltimore and to improve its competitive position. As 
for protection of the city’s interest, the record shows that the govern- 
ment of Baltimore did attempt somewhat more jealously and more 
consistently than many municipalities to evaluate new proposals and 
to guard the investments already made. Yet it also shows that the repre- 
sentatives of the city were unable to assert its claims effectively against 
vigorous private management when the companies it had aided grew 
in strength. 

Through its internal improvements program, the city of Baltimore 
contributed substantially to the rapid construction of a railroad network 
in an era in which private enterprise was unequal to the task. The 
program was extended into a period of expanding corporate enterprise 
in which the system of mixed control was destroyed and the city failed 
to protect its interest as a stockholder. Yet the gradual abandonment of 
the program toward the end of the century was less a confession of 
defeat than a simple recognition of the fact that railroad building no 
longer stood in need of public assistance. 

CarTER GoopricH, Columbia University 
Harvey H. Secar, Rutgers University 








Yates and McIntyre: Lottery Managers* 


HE economic significance of the lottery business is a subject which 

historians have generally neglected. This is unfortunate, for both 
in Europe and the United States the lottery was at one time a capital- 
mobilizing device of major importance. It appears worth while, there- 
fore, to explore in some detail the operations of a lottery firm that seems 
to exemplify some of the features of the system in its most mature form. 
This is the firm of Yates and McIntyre, lottery managers in New York 
State and elsewhere between 1821 and 1834. 

It should be pointed out that in studying this firm we are dealing 
with the American lottery system in a period of decline. In the states 
of the eastern seaboard, the heyday of lotteries was over by 1820. In 
New York State, for example, the problem which the legislature had 
to face after that date was quite explicitly how to bring the lottery 
system to an end.’ Yates and McIntyre entered the lottery business at 
a time when it had already fallen into public disfavor. The task which 
they set themselves was not that of establishing a permanent business, 
but rather that of winding up a system of which the public was tired 
and against which the legislature had set its face. 

This fact brought Yates and McIntyre both advantages and disadvan- 
tages. On the one hand they were harassed throughout their operations 
by public hostility and legislative opposition. But on the other they 
fell heir to a form of business activity that had reached a stage of 
considerable elaboration. The days when any tiny community could 
organize a lottery to build itself a bridge, a church, or a jail were long 
past. The lottery system was now in the hands of professionals. Func- 
tionally, five groups of people were involved in the system. First, there 
were the customers, the people who bought the tickets. Drawn from all 
levels of society, these were the people who provided the forty to fifty 
million dollars which Yates and McIntyre estimated to be employed 


*I wish to acknowledge with gratitude the aid and encouragement of my former colleague, 
Dr. Irene D. Neu, who carried out a substantial part of the research for this article, and 
also of Professor Codman Hislop of Union College. Responsibility for the interpretation, of 
course, rests entirely with me. 

1A. Franklin Ross, The History of Lotteries in New York (Doctor’s thesis, New York 
University, n.d.), pp. 23-29. 

36 








Yates and McIntyre 37 





yearly in the lottery business.” Second, there were the dealers, the small 
local entrepreneurs who purchased tickets wholesale and sold (some- 
times rented) them to the public. Third, there were the managers, the 
large-scale businessmen who contracted for the lottery, saw to the 
printing and distribution of tickets, arranged the drawings, and paid 
the prizes. Fourth, there was the institution for whose benefit the 
lottery was granted—a university, or school, or church, or corporation, 
or other worthy cause. And, fifth, there was the legislative body 
which granted the lottery, established the general conditions under 
which it should be run, and conducted the inquiry when, as frequently 
happened, something went wrong. 

Profits from the lottery business were distributed in certain conven- 
tional proportions among the dealers, the managers, and the institu- 
tion for which the lottery was authorized.’ The dealers kept the differ- 
ence between the price at which they purchased tickets from the 
managers and the price at which they sold them to the public. Thus 
a ticket whose “scheme price” (face value) was six dollars might sell 
to the public at eight or more, the dealer retaining the difference as his 
profit. The managers and the institution, on the other hand, made their 
profit by deducting a certain percentage from the total collected. 
Typically the managers would retain 5 per cent for themselves and 10 
for the institution. Thus if a lottery were authorized for which the total 
value of the tickets at the scheme price was $150,000 and if all the 
tickets were sold, the institution could hope to realize not more than 
$15,000, while the managers would get $7,500. Since many antilottery 
pamphlets make great play with the large sums of money involved, it 
is necessary to realize that in all lotteries most of the money raised from 
the sale of tickets was returned to the public in the form of prizes. 

If we ignore the customers, who presumably gambled because they 
wished to, it was upon the managers that the major hazards of the 
lottery business fell. The institution to which the lottery was granted 
normally anticipated the proceeds by borrowing from banks. When 
contracting for the actual running of the lottery, therefore, it would 
usually insist that the managers either pay a lump sum for the lottery 

2 Documents Relative to the Dispute between the Trustees of Union College and Yates and 
McIntyre (Albany, 1834 [?]), 408, McIntyre to Nott, November 29, 1830. References to this 
collection, hereinafter cited as Documents, are by paragraph number. 

3 Thomas Doyle, Five Years in a Lottery Office, or an Exposition of the Lottery System in 
the United States (Boston, 1841); Job R. Tyson, A Brief Survey of the Great Extent and Evil 
Tendencies of the Lottery System, as Existing in the United States (Philadelphia, 1833); New 


York Senate Documents, 1833, Vol. 2, No. 108, petition of Palmer Canfield on the subject of 
lotteries. 
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rights, or alternatively stipulate to pay certain definite amounts at 
definite future dates. A firm of lottery managers, therefore, was 
normally in the position of having definite commitments to pay, while 
income from the sale of tickets remained uncertain and fluctuating. 
Further, the managers had to extend credit to a large number of dealers 
with little or no security for payment. It was, therefore, essential that a 
firm of lottery managers have easy access to sources of short-term 
capital. Close relationships with a bank were best of all, but, failing 
that, extensive contacts with persons of influence and wealth was the 
next best thing. By the same token, any firm of lottery managers which 
in a temporary flush of prosperity added to its liabilities by borrowing 
for long-term investment was asking for trouble. 





II 


The original partners in the firm of Yates and McIntyre were both 
politicians. John Barentse Yates came from a distinguished New York 
family.* One of his brothers was governor of the state from 1823 to 
1825; another a state senator for many years and a member of the 
influential Council of Appointment. John B. Yates himself had won a 
degree in law and a Phi Beta Kappa key at Union College in Schenec- 
tady, had served as aide-de-camp to Governor Tompkins during the 
War of 1812, and was elected to Congress in 1815. 

Archibald McIntyre, though a man of very different stamp, had an 
equally honorable record.’ Born in Scotland, he came to America while 
still very young and settled with his parents at Broadalbin in New 
York State. After some experience as a schoolteacher, in a conveyancing 
office, and later in mercantile business, he entered politics. A member 
of the assembly from 1798 to 1804, he was appointed deputy secretary 
of state in 1801 and held that office until March 1806, when he was 
appointed comptroller. He retained this office for fifteen years—an 
amazingly long period in this heyday of the spoils system—acquiring 

4For biographical data on J. B. Yates, see John E. Smith, Our County and its People, a 
descriptive and biographical Record of Madison County, New York (Boston, 1899), pp. 178, 
317-465; Charles Lanman, Biographical Annals of the Civii Government of the United States, 
during its First Century (Washington, D.C., 1876); and John S. Jenkins, Lives of the Governors 
of the State of New York (Auburn, 1851), pp. 320 ff. 

5 For biographical data on McIntyre, see F. W. Beers & Co., History of Montgomery and 
Fulton Counties, N. Y. (New York, 1878), p. 239; William B. Sprague, A Sermon Addressed 
to the Second Presbyterian Congregation, Albany, Sunday afternoon, May 9, 1858, on Occasion 


of the Death of the Hon. Archibald McIntyre (Albany, 1858); and the works cited in 
footnote 6. 
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in the process an enviable reputation for financial rectitude and incor- 
ruptibility. He was removed from office in 1821 when De Witt Clinton 
lost control of the Council of Appointment.® 

Not least harassing among MclIntyre’s responsibilities as comptroller 
had been the supervision of the state lotteries, of which New York in 
this period had several in operation and several more granted but not 
yet functioning. Particularly important for our present purposes was 
a lottery granted in 1814 “for the promotion of literature and other 
purposes.” ‘ “Literature” in this context should be read as synonymous 
with “education.” This grant had authorized the raising by lottery of 
$200,000 for Union College, $40,000 for Hamilton College, $4,000 for 
the Asbury African Church in New York, and $30,000 for the College 
of Physicians and Surgeons in the same city. One important restriction 
was placed on the grant: no tickets in this lottery were to be sold until 
all lotteries previously authorized by the legislature had been completed. 

This restriction was a serious matter for the institutions involved, 
entailing as it did a delay which could stretch into the indefinite future. 
They could borrow on the security of the anticipated proceeds, but not 
to the full value of the grant and only at the price of heavy interest 
payments to local banks. And it was, of course, obvious to thinking 
people that lotteries were growing steadily more unpopular and more 
difficult to sell, and that a slight change in public sentiment might 
bring about the revocation of the grants. The situation was made even 
more awkward by the fact that the lottery which was at the head of 
the procession and was holding up the others was proving very difficult 
to sell and was producing some particularly unpleasant scandals.* This 
was the so-called “Medical Science” lottery, granted in 1810 for the 
purchase of the Elgin Botanical Gardens on Manhattan Island (later 
turned over to Columbia College and now the site of Radio City). A 
serious error had been made in granting this lottery—it left the total 
amount to be raised indefinite, and, in addition, various smaller lotteries 
had been tagged on to the original grant: $30,000 for the improvement 
of the Hudson River, $5,000 for Fairfield Academy, and $5,000 for the 
road from Lake Champlain to Chateaugay. Clearly Union College and 
its sister institutions could hardly afford to sit back and relax once their 


6 The circumstances are described in J. A. Roberts, A Century in the Comptroller’s Office 
(Albany, 1897), pp. 17-27; J. H. Dougherty, Constitutional History of the State of New York 
(2d ed.; New York: The Neale Publishing Company, 1915), pp. 83-84; John S. Jenkins, History 
of Political Parties in the State of New York (2d ed.; Auburn, 1849), pp. 215-22. 

7 For the text of the act, see Documents, 1-17. 

8 Particularly the so-called “Baldwin case”; see Ross, History of Lotteries, pp. 32-33. 
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lottery was granted; approval of the lottery by the legislature was only 
the beginning of their troubles. 

For almost ten years Dr. Eliphalet Nott, president of Union College, 
had to control his impatience and watch the lottery system fall into 
ever greater disrepute, while the grant on which he had pinned his 
hopes remained undrawn. Of the growing hostility to the lottery system 
there could be no doubt. A select committee of the assembly reporting 
in 1819 had stated in unambiguous terms what was coming to be the 
general feeling: 





The foundation of the lottery system is so radically vicious, that your committee 
feel convinced, that under no system of regulation that can be devised, will it be 
possible for this Legislature to adopt it as an efficacious source of revenue, and 
at the same time divest it of all the evils of which it has hitherto proved so 
baneful a cause. 


These were ominous words. Still more threatening was a clause in the 
revised constitution of New York State, approved in 1821, which 
positively prohibited the legislature from ever again granting a lottery 
for any purpose whatsoever. The clause, fortunately, was not retro- 
active. But the clouds were gathering; and to Dr. Nott, who was an 
impatient as well as an ambitious man, the time for action seemed to 
have arrived. 


III 


Archibald McIntyre probably knew as much about the lottery busi- 
ness as any man in New York State at this time. His long tenure of 
the comptrollership had equipped him with the financial skills and 
political contacts necessary for a successful entry into this line of busi- 
ness, and at the same time familiarized him with its problems and 
dangers. Most important of all, perhaps, his reputation for integrity 
and scrupulous accuracy commended him to those who might other- 
wise have despaired of finding a man who could run a lottery and 
yet stay honest. A Presbyterian conscience, considerable financial 
acumen, and sufficient shrewdness to stay alive for fifteen years in the 
treacherous waters of New York politics combined to produce a man 
who came as near to being the ideal lottery manager as any man was 
likely to be. 

The same could not be said of his partner, John B. Yates. Incorrigible 
in his optimism when things were going well, bitter and despondent 
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when they went ill, Yates’s strength lay not ‘n any conventional busi- 
ness virtues, but in his legal ability, his far-flung circle of friends, re- 
lations, and acquaintances, and in a certain stubborn obstinacy which 
made it difficult for him to admit defeat, no matter how gloomy the 
outlook. Ever ready to take a chance, never without some expedient, 
Yates was inclined to be heedless of consequences and to plunge bull- 
headed into a situation without overlong consideration of its com- 
plexities. 

When these two very dissimilar individuals first entered into partner- 
ship cannot be precisely determined. It is possible that the man who 
brought them together was Dr. Nott, president of Union College.® At 
the time when McIntyre was removed from the comptrollership, it will 
be remembered, no action had been taken in regard to the Literature 
lotteries. At the same time the legislature was becoming increasingly 
anxious to divest itself of responsibility for raising the sums which 
had been promised back in 1814. Clearly the situation, though dif_- 
cult, had possibilities. Could not the legislature be persuaded to turn 
the lotteries over to the institutions concerned and permit them to 
organize the drawings as they saw fit? Such an arrangement would 
free the legislature from all liability and at the same time allow the 
institutions to realize in hard cash some at least of the moneys promised. 
This, at any rate, was Nott’s plan. That the institutions could manage 
the lotteries fully as efficiently as the legislature he had no doubt: and 
in this belief he was sedulously encouraged by his treasurer, Henry 
Yates, who, as it happened, was the brother of John B. Yates. 

Nott’s plan for breaking the deadlock in the lottery system met with 
little resistance. Legislative approval was given by the passing of an 
act to “limit the continuance of lotteries” on April 5, 1822. By this 
statute the various institutions involved were authorized to assume 
the supervision of the lotteries, or to appoint one of their number to 
do so. If this offer was accepted, the state was to be absolved from all 
responsibility for any losses that might occur. The act pointed out that: 


. . the object of this act is not to increase the grants made to said institutions, 
but to contract with them for assuming the responsibility and running the hazard, 
and taking the management of the literature lottery, and thus to place them in 
a situation to save in all future classes of said lottery, by more prudent con- 
tracts, and more careful management, whatever can be saved out of that in- 

9 Note, however, that in October 1821 we find McIntyre successfully negotiating for the 
Union Canal lotteries in Pennsylvania with “his friend John Yates of New York” mentioned in 
the contract as his associate. The operations of Yates and McIntyre outside of New York State 
are not discussed in this article. 
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definite amount that is liable, on the present plan of conducting said lottery, to 
be raised and absorbed by the recurrence of losses and the payment of managers.!° 





Various provisions were inserted to ensure that this object was attained. 
Thus (1) the institutions were to agree to bring the lotteries to a close 
in a shorter time than would have been required, in the estimation 
of the comptroller, if the state had been managing them; (2) they 
were prohibited from issuing more tickets in any year than the average 
amount of tickets issued annually during the five years prior to the 
passing of the act; and (3) their lottery rights were to cease as soon 
as the total number of tickets authorized by the act had been sold and 
drawn. 

Events now moved rapidly forward. On July 24, 1822, the trustees 
of Union College authorized the treasurer to accept the provisions of 
the act and further “to assume such responsibilities, and to give and 
take such securities, and to make such contracts relative to the lottery 

. . and to pledge or alienate such property belonging to the board 
in carrying the same into effect as the president shall approve.” ** This 
all-embracing resolution was the warrant under which Nott and Henry 
Yates acted throughout their dealings with Yates and McIntyre. On July 
29 a contract was signed by Henry Yates with Yates and McIntyre 
which turned over to them all the lottery rights possessed by Union 
College, together with the rights of any other institutions which might 
later empower the college to act for them.*” On February 4, 1823, the 
comptroller certified that the time limit for the lottery was eleven years 
and that the total amount of tickets to be drawn was $4,492,800." 
Shortly thereafter Union College purchased the lottery rights of the 
other institutions (mainly with funds borrowed by Nott and Henry 
Yates on their personal security) ; and on April 21, 1823, Union College 
filed with the secretary of state its acceptance of the offer made in the 
act of 1822. The lottery rights possessed by Union College were now 
as follows: “* 


Union College $226,476.19 
Hamilton College 45,279.74 
Asbury African Church 4,529.30 
College of Physicians and Surgeons 33,971.58 
New York Historical Society 12,000.00 
$322,256.81 
10 Documents, 19-26. 11 Documents, 27. 
12 Documents, 29-43. 13 Documents, 43a, 50, 54-55. 


14 Documents, 58. The grant to the New York Historical Society was a legislative afterthought. 
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So far everything seemed to have gone smoothly. There were, how- 
ever, certain awkward details which, though glossed over at the time, 
were to cause trouble later. In the first place, the total amount of tickets 
to be sold was, as we have said, set at $4,492,800; this figure was ob- 
tained by multiplying the average amount of tickets sold annually in 
the five years prior to 1822 by eleven, since the comptroller estimated 
that eleven years would have been required by the state to complete 
the lotteries. But in calculating the annual average of tickets sold, the 
comptroller included the amount of a certain lottery—the Milford and 
Owego Road lottery—which, though drawn in New York, had been 
authorized by the legislature of New Jersey.” This mistake was to have 
serious consequences. And, in the second place, both Nott and Henry 
Yates had, even at this early date, involved themselves in the lottery in 
their personal capacities, by borrowing in their own names (not in the 
name of Union College) the money necessary to buy out the other 
institutions."° 

By the terms of this first contract, Yates and McIntyre agreed to 
pay to the college, in return for the right to manage all five lotteries, 
either the lump sum of $276,090.14, or an equivalent amount in ten 
annual installments. With interest at 7 per cent compounded annually, 
this would by 1835, when the grants would expire, amount to $322,- 
256.81, or the total nominal value of the five lotteries. In addition, they 
agreed to pay to Dr. Nott personally two and one quarter per cent of 
the gross amount of each scheme. For their own remuneration they 
were to retain 4 per cent. They undertook to sell tickets for cash only, 
pay the prizes immediately the drawings were over, and deposit the 
proceeds at once to the credit of the cullege in a local bank.” 

These were rather stringent conditions and before long Nott, at the 
insistence of J. B. Yates, verbally agreed to certain significant modifica- 
tions.’® The obligations to sell tickets for cash only and to pay the 
proceeds immediately into the college’s bank account were removed. 
Further, instead of making fixed annual payments, Yates and McIntyre 
were permitted to pay to the treasurer 11 per cent on the amount of 
each scheme, in the proportion of eight and three quarters to the 
college and two and a quarter to the president.’® These seemingly 


15 New York, Assembly Documents, 1833, Vol. 1, No. 13, report of attorney general in 
relation to lotteries. 

16 Documents, 57. 

17 Documents, 28-43. 

18 Documents, 28. 

19 Documents, 60-61. 
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minor changes were actually of major importance, permitting Yates. 
and McIntyre considerably greater latitude in setting the time for 
each drawing and in putting their liquid capital to profitable employ- 
ment. 

A significant feature of this as of all later contracts was the inclusion 
of a stipulation to the effect that Yates and McIntyre should pay a 
certain percentage of the proceeds of the lotteries to the president 
personally. It is difficult to see the justification for this arrangement. 
The lotteries had been granted to Union College and to the other insti- 
tutions whose rights Union College had purchased, not to the president 
in his personal capacity. What possible claim could Nott as an indi- 
vidual have to a share in the proceeds? Was his two and a quarter 
per cent merely the remuneration for certain nominal supervisory 
duties, as the contract implied? Or was it the monetary equivalent of 
certain favors already granted (perhaps for seeing that Yates and 
McIntyre got the contract) as well as others still to come? Be this as 
it may, it is certain in the light of later developments that to grant this 
percentage to Nott was a shrewd move on the part of Yates and 
McIntyre. It placed him, in a sense, under an obligation to them; it 
involved him personally in their success as a firm; and it drove a thin 
wedge between Nott’s interests as an individual and his interests as 
president of the college. With the treasurer brother to one of the 
partners and the president participating in the profits, the academic 
watchdogs were effectively muzzled. 

Under this contract, drawings were begun on May 20, 1823, and 
continued at approximately bimonthly intervals thereafter, prizes 
being paid (as was usual) shortly after the conclusion of each drawing. 
Tickets sold well: in the first few months Yates and McIntyre were 
able to charge their dealers a 15 per cent premium,” and over the whole 
of the first year only $6,817.11 out of $676,649 worth of tickets (say, 1 
per cent) remained unsold.” Payments to the college and to Nott were 
made quite in accordance with the contract. In May 1823 John B. Yates 
reported to Nott: 


Our scheme has sold very rapidly. . . . The tickets of this class are already en- 
gaged to a great extent, and we will have no difficulty in selling the whole. 
Hitherto my most sanguine expectations have been realized. Unless some unfore- 


20 Documents, 63, J. B. Yates to E. Nott and H. Yates, January 6, 1823. 

21 Documents, 118. If any tickets in a class were not sold, they were included in the drawing 
but remained the property of the managers. That is to say, lottery managers gambled in their 
own lotteries to the extent of the tickets which they failed to sell. 
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seen, untoward circumstances occur, I have not any doubt that your change in 
the law will prove highly advantageous to you.?* 


These were halcyon days, when no one felt cheated and everybody 
was optimistic about the future. They were too good to last. 


IV 


From time to time in the normal course of their operations Yates 
and McIntyre found themselves with substantial sums of money lying 
idle on their hands. Disbursements, whether in the form of prizes or 
payments to Nott and the collegz, were made at irregular intervals; 
receipts were coming in continuously. The possibility, therefore, arose 
of putting these idle balances to some profitable use. What was re- 
quired was some way in which they could be invested for a short 
period without too great a sacrifice of liquidity. Loan contracting or 
speculation in stocks seemed the obvious answer. 

When, therefore, late in 1824 a young man from the British colony 
of Upper Canada arrived in Albany with an introduction to Yates in 
one pocket and a subscription list for shares in what looked like an 
uncommonly profitable venture in the other, Yates did not hesitate. 
The young man’s name was William Hamilton Merritt; his project 
was for a canal between Lakes Erie and Ontario. A company—the 
Welland Canal Company—had already been chartered by the legis- 
lature of Upper Canada, and half the shares were available for sale in 
the United States.” 

This, it seemed to Yates, was too good an opportunity to miss. 
Merritt had planned to open his subscription list to the public, but 
clearly this would never do. Instead, Yates gathered together a group 
of his friends and business associates and between them they made up 
the total subscription, Yates himself subscribing the largest single 
amount, some three thousand dollars. Merritt returned to Upper Can- 
ada very pleased with himself. Hard on his heels followed a letter from 
Yates and his friends urging that the canal should be designed for a 
depth of eight feet, not four, that application should be made to the 
legislature for a new charter, and that the capital stock should be 
enlarged. By February 1825 these suggestions had been carried out. 


22 Documents, 64-65, J. B. Yates to E. Nott, May 1o [?], 1823. 
23 Information on Yates’s role in the Welland Canal Company has been gathered from the 
Merritt Papers in the Public Archives of Canada and the Archives of the Province of Ontario. 
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The capital stock was increased from $160,000 to $800,000, half of 
which was reserved for British investors, one quarter for New York, 
and one quarter for the Canadas. John H. Dunn, president of the 
company, came to Albany in person to place the stock. As in the pre- 
vious year, the general public was not invited to subscribe, Yates and 
his friends taking up not only the $200,000 set aside for sale in the 
United States, but $100,000 in addition out of the amount reserved for 
sale in the Canadian provinces. 

It seems apparent that Yates did not regard his purchase of Welland 
Canal stock as a permanent investment, although that is what it 
became. His whole attitude to the canal was that of a man concerned 
not with income from an investment, but with capital values. His 
constant plea was for measures which would “give a value to the 
stock.” He and his friends, in a word, went into the project, not as 
final investors, but as loan contractors, the progenitors of the modern 
investment banker.** They subscribed to stock not with a view to 
dividends, but in the expectation that they would be able to market 
the shares at a profit before full payment of the installments was 
called for. Yates’s consternation and vigorous protests when he found 
the stock steadily depreciating, installments being rapidly called in, 
and shares purchased in Montreal and elsewhere being dumped on 
the New York market, bear eloquent witness both to the nature of his 
initial expectations and to the gravity of his mistake. 

For the miscalculation was indeed a serious one. Handicapped by 
unexpected engineering difficulties, by chronic lack of funds, and by 
inexperienced management, the Welland Canal Company, for all its 
fair prospects, proved very different from the profitable venture that 
Yates had anticipated. The shares rapidly depreciated to a nominal 
value. As security for bank loans they were practically worthless. Far 
from being able to resell his shares at a profit, Yates found himself 
forced to support the market by purchasing any which were offered 
for sale, so that his holdings mounted rapidly. By 1836 the total number 
of Welland Canal shares held by Yates and McIntyre personally and 





24 For the role of lottery firms in the development of investment banking, see Fritz Redlich, 
The Molding of American Banking: Men and Ideas (New York: Hafner Publishing Co., 1951), 
Part II, pp. 326-27, and Henrietta M. Larson, “S. & M. Allen—Lottery, Exchange, and Stock 
Brokerage,” Journal of Economic and Business History, Ill, 3 (May 1931), 424-45. For Yates’s 
motives in investing in Welland Canal stock, see his letter to Merritt dated January 2, 1830, in the 
Public Archives of Canada, Merritt Papers, Vol. II. In this letter Yates encourages Merritt to 
seek banking privileges for the company, adding significantly, “If however I was anxious to 
make a permanent investment I would rather have the canal stock if the company had no 
banking powers than if it had.” 
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by the firm itself was 1,500 (par value $75,000). In 1840, four years 
after Yates’s death, the trustees of his estate held no less than 2,180 
($109,000). Yates put his personal fortune to the hazard by his support 
of the Welland Canal Company; more than that, he came near to 
ruining his lottery business.” 


V 


From 1825 onward Yates and McIntyre were subjected to continuous 
pressure originating partly from the needs of the Welland Canal 
Company, partly from the increasing difficulties of conducting their 
lotteries. To finance the first year of its operations, the Canal Company 
relied almost entirely on calls on the stock held in New York. There- 
after, although financial assistance was obtained from the Upper 
Canada legislature, the company continued to draw on Yates and 
McIntyre for emergency credit. The strain on the resources of the 
lottery firm was intense. Superimposed on this, the depression which 
began in 1825 brought severe financial stringency and resulted in a 
sudden drop in ticket sales. The first few months of 1826, therefore, 
saw the firm of Yates and McIntyre in grave difficulties. 

The immediate reaction to these difficulties was an appeal to Eliphalet 
Nott. Early in January 1826, Yates and McIntyre informed him that 
they had no reasonable prospect of being able to make their con- 
tractual payments nor to pay the prizes in the lottery then pending. 
They therefore proposed that Nott and Henry Yates should raise for 
their benefit the sum of $100,000 “together with such further sum as 
may be necessary to sustain our credit, until we can be fully relieved.” *° 
This put Nott in a very difficult position. If Yates and McIntyre went 
bankrupt he could bid farewell to all hopes of realizing the money 
granted to the college, not to mention the percentage they had agreed 
to pay him personally. But he was by no means a rich man and to raise 
such a large sum on short notice at a time when money was tight was 
no easy task. Nott took the only avenue of escape open to him. He 

25 Although Yates and McIntyre were involved as a firm in the Welland Canal, it appears 
that the initial investment was made by J. B. Yates personally and that McIntyre had to come 
to the rescue with his own and the firm’s money when Yates got into difficulties. On September 
29, 1828, Yates informed Nott that he and his partner had agreed not to become involved in 
any speculation “as a house” in future (Documents, 181). That is to say, although the firm 
of Yates and McIntyre did become engaged in something very like loan contracting, measures 


were taken to prevent any repetition of the experiment. 
26 Documents, 80-81, Yates and McIntyre to Nott, January 4, 1826. 
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raised the money demanded, not on his personal security, but by 
pledging certain property belonging to the college.’ In doing this he 
was technically within his rights under the resolution of the trustees of 
July 24, 1822 (see page 42, footnote 11). Nevertheless, he did not think it 
necessary to inform them of his action. 

This was only the first in a long series of loans which Nott was to 
make to Yates and McIntyre. Again and again they called upon him 
for assistance, and on each occasion Nott managed to raise the money 
somehow. In considering his lack of resistance to their demands, we 
must remember that he relied heavily on the advice of his treasurer, 
Henry Yates. He appears at this time to have trusted him implicitly 
and to have conceived that his loyalty to the college far outweighed 
any fraternal affection he might have for his brother, John B. Yates. 
In this Nott was mistaken. Late in January 1826, he received a letter 
from McIntyre in which the latter assured him that, in view of “the 
frailty of human nature, and the uncertainty of all earthly calculations,” 
it would be highly desirable if Henry Yates were to come to New York 
and supervise the lotteries personally. Union College, McIntyre sug- 
gested, might well pay his expenses, in view of the “increased safety 
to the College.” °* Nott made no objection. Henry Yates thereupon 
joined his brother and McIntyre in New York—not, however, as 
representative of Union College, but as a full-fledged partner in the 
firm. He did not feel called upon, however, to inform Nott of his 
change of affiliation and continued to draw his salary as treasurer.” 

Heartened by this addition to their ranks, Yates and McIntyre set 
about expanding their operations. In 1823 they had contracted for a 
lottery authorized by the legislature to finance the erection of a fever 
hospital in New York city.*° To this Fever Hospital lottery, the Liter- 
ature lotteries, and the Union Canal lottery which they were operating 
in Pennsylvania, they now added the Albany Land lottery, authorized 
in 1820 “to enable the Mayor, Alderman, and Commonalty of the City 





27 Documents, 97. The loan was obtained from William James, the Albany merchant, grand- 
father of William James, the philosopher, and Henry James, the novelist. It was not repaid until 
May 1830 (Documents, 355-67). 

28 Documents, 86-89, McIntyre to Nott, January 23, 1826. 

29 Documents, 91-93. 

30 This lottery was authorized in spite of the prohibition of lotteries in the state’s new con- 
stitution of 1821, the excuse being that it was not really a new lottery at all, but merely a re- 
authorization of earlier lotteries which had not been successful. New York City paid the state 
$40,000 for the privilege, and apparently no one was inclined to quibble. On the constitutionality 
of this and the Albany Land lottery, see New York, Assembly Documents, 1833, Vol. 1, No. 13, 
report of attorney general in relation to lotteries. 
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of Albany to dispose of their public lands.” ** This lottery had certain 
peculiar features. First, the prizes were parcels of land, not money, and 
for this reason the lottery had proved difficult to organize. Secondly, 
it could not be drawn until all other lotteries were completed. Since 
the Literature lotteries were not to close until 1835, and the Fever 
Hospital lottery not until four years after that, this meant that the 
Albany Land lottery was unlikely to be fully drawn until well on in 
the 1840's. This was a prospect which appealed neither to the legislature 
nor to the city fathers of Albany. In contracting for the lottery, there- 
fore, Yates and McIntyre agreed to bring all their lotteries to a close 
within the time originally prescribed for the Literature lotteries alone 
—that is, by 1835." In return, the legislature authorized them to con- 
solidate all the lotteries in which they had an interest and to sell the 
tickets as if they were conducting one large lottery. 

This arrangement made necessary a revision of the contract with 
Union College. Yates and McIntyre now owned the Fever Hospital and 
Albany Land lotteries; Union College owned the Literature lotteries. 
If these were all to be treated as one lottery, how were the proceeds 
to be divided? 

Nott’s consent was necessary before the consolidation could take 
place. It is hardly surprising, therefore, to find that the principal feature 
of the new agreement signed on May 31, 1826, was an increase in his 
percentage. Yates and McIntyre agreed to draw $2,004,099 worth of 
tickets for the benefit of the college, and $1,654,497 for themselves, and 
in addition to pay Nott 6.31 per cent of the gross amount of prizes, 
instead of 2.25 per cent as formerly.** How they arrived at the rather 
peculiar figure of 6.31 per cent is not clear; what is clear is that Nott was 
now involved in the lotteries up to his neck, not as president of the 
college, but as a private individual. 


VI 


Up to the time of this agreement, a total of $2,994,500 worth of 
tickets had been offered for sale, and just over 93 per cent of these had 
actually been sold.** In spite of severe difficulties in the winter of 


31 Laws of the State of New York, 1823-29 (Albany, 1829), pp. 576 ff.; report of committee 
on expiring laws, relative to repealing all laws authorizing the sale of lottery tickets, April 23, 
1829. 

32 Yates and McIntyre, Remarks addressed to the Public, by Yates and Mclntyre, in relation 
to their Rights as Assignees of the New York Lotteries (New York, 1832); Laws of the State 
of New York, 1828-29, report of committee on expiring laws. 

33 Documents, 111, Yates and McIntyre to Nott, May 21, 1826. 

34 Documents, 118. 
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1825-1826 the rate of drawings was well up to schedule and no very 
large discrepancy had arisen between the amounts due to the college 
and the amounts paid. The sums due to Nott personally, on the other 
hand, had fallen into arrears. In extenuation, Henry Yates informed 
Nott on December 15, 1826, that “the Literature lottery has been a 
losing game to them for the past year, and but for their foreign [i.e., 
out of state] aid could not have succeeded.” *° McIntyre also made his 
excuses: 





Mr. H. Yates occasionally presses us for payment to the college, particularly the 
payment of the President’s fund. I feel mortified that this should have fallen 
any in arrears; but really our payments on debts and on Welland Canal stock 
have been so oppressively heavy that we could not do better hitherto than we have 
done.*® 


John B. Yates, on the other hand, argued that the blame lay with Nott. 
Temporary assistance such as he had given in the past was not enough. 
The existing contract, Yates asserted, was unfair to the managers; unless 
they sold all or nearly all of the tickets in each class, they were bound 
to take a loss: 


In a class, if we have one half the tickets on hand, we must then pay:the college 
22 per cent on the amount sold, and we must draw more than a proportion of 
the prizes to make ourselves whole, without the hope of profit; we may even have 
the highest prize, and yet be great losers. It is a fact, and you can not but know it, 
that unless there is a great alteration, we must lose by our college contracts.37 


The last drawings in the consolidated Literature and Land lottery 
took place on November 10, 1827. This marked the close of the interest 
which Union College as such had in the lottery business. Accounts for 
a settlement with Yates and McIntyre were drawn up during the 
summer of 1828 and the settlement finally effected in December, Yates 
and McIntyre giving the college their promissory notes for the sums 
still due.** From this point on, Union College was not involved in any 


35 Documents, 119-22, Henry Yates to Nott, December 15, 1826. 

36 Documents, 123-27, McIntyre to Nott, December 16, 1826. 

37 Documents, 161-68, J. B. Yates to Nott, June 13, 1827; see also his communication 
to the chairman of the committee on lotteries of the assembly, Documents, 147-52. 

38 The accounts and terms of the settlement are to be found in a volume entitled Reply of 
the Trustees of Union College to Charges brought before the Assembly of New York, March 
19, 1850, and before the Senate on the 12th of April, 1851, by the Hon. ]. W. Beekman 
(Albany, 1853), Appendix K, Schedule D. 














Yates ane Mclntyre 5I 





way in the lotteries, except in so far as interest or principal was or was 
not paid on these notes. The same was not true of the college’s presi- 
dent, Dr. Nott, who, being entitled to receive 6.31 per cent of the prizes 
in all the lotteries still to be drawn, retained a continuing interest in 
the firm. Nott, in fact, could hardly afford to wash his hands of the 
business. He had become responsible for large sums of money which 
he had borrowed to aid Yates and McIntyre, and these debts had to 
be paid. Further, if Yates and McIntyre were to go bankrupt, he might 
as well tear up the notes which the college had received. 

For their part, Yates and McIntyre had not the slightest objection 
to Nott’s continued participation. He was a good “front man”; so 
long as Nott was involved they did not have to worry very much about 
the hostility of the public or the legislature.*® Also, his endorsement on 
a note still carried weight with the banks, and he could raise money 
from his friends when few others could. In fact, so valuable was Nott 
to the firm that John B. Yates took an early opportunity to hint that 
he should now become a partner: 


The sooner a state of things is produced by which we mutually depend on each 
other, without the intervention of any third party or person, the better . . . We 
are now, as it were, situated on a magazine of powder, with a torch in the hand 
of a man who is our friend today, but we know not how long, and he can blow 
us up when he pleases, and if anything happens to stop us, I am as well assured as 
I am of my existence, that no other lottery under the present grants, will ever 
be drawn in the state of New York.*® 


Nott ignored the suggestion. Indeed, he was well advised to do so, 
for the lottery business was clearly becoming ever more speculative and 
hazardous. So long as all or nearly all of the tickets in each drawing 
were sold, Yates and McIntyre could count on receiving some margin 
of profit after all claims were paid. But as the proportion of tickets 
actually sold in each drawing grew smaller and smaller, the managers’ 
profit became more and more a matter of sheer chance. Everything de- 
pended on whether or not the prize-winning tickets were among those 
sold, or among those remaining in the hands of the managers.** But 


39 Documents, 527-31, Silas Wright, Jr., to Yates and McIntyre, December 26, 1832. 

40 Documents, 180-92, J. B. Yates to Nott, September 29, 1828. The “third party” referred 
to was probably William James (see n. 27). 

41 As a committee of the House of Representatives of Pennsylvania succinctly pointed out 
in 1832, “he [McIntyre] is an adventurer in the lottery to the extent of the tickets on hand at 
the time of drawing.” 
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this was not business; it was gambling, and lottery managers (in con- 
trast to their customers) did not gamble if they could avoid it. Yates 
and McIntyre put the matter bluntly in a letter to Nott dated January 
13, 1829: 





We can seldom form a scheme now that we can sell much more than half 
of, and we are, therefore, frequently subjected to an absolute loss, even with the 
15 per cent, wholly in our favor; and when the high prizes are divided and 
profits made, a share of those profits are in Albany lands, which are useless to 
us . . . If we sell but one third of a scheme (and this will be no rare occurrence, 
with large schemes) we shall be paying out every dollar that can be realized, 
and lose all our enormous expenses, besides bad debts.‘ 


With the proportion of tickets sold dropping lower and lower— 
66.6 per cent in June 1828, 61.3 in December, and a catastrophic 37.5 
in April 1829— Yates and McIntyre made a determined effort to shift 
some of the risks on to Nott. Why should they shoulder all the burden 
of a declining market? This was no mere temporary slump in sales, 
but an inexorable secular decline—the death throes, in fact, of the whole 
lottery system. To continue under the present contract was an im- 
possibility. “It would be much better for us,” they argued, “to stop the 
New York lotteries altogether, and make the best compromise with 
the city of Albany in our power, than to go on with a hopeless prospect 
before us.” They therefore proposed that Nott should agree to accept 
in future 6.31 per cent of the amount of actual sales, rather than of the 
gross amount of tickets. Nott conceded the point, a new contract being 
signed in May 1829.** 

Falling sales were only half the problem. Equally threatening was 
the growing difficulty of obtaining bank credit. Whether because of the 
aura of disrepute which now hung over lotteries and everything 
connected with them, or because the firm was known to be in diff- 
culties, the New York and Albany banks were by now proving de- 
cidedly unco-operative.** At the slightest sign of tightness in the money 
market, Yates and McIntyre found their notes rejected and extensions 
of loans refused. In February 1829, Henry Yates (who seems to have 
handled this end of the business) was complaining of “the usual 
pressure in this city [New York] at this time of year” and requesting 
Nott, in view of his cordial relations with the Commercial Bank of 


42 Documents, 232-39, Yates and McIntyre to Nott, January 13, 1829. 

43 Documents, 240, Yates and McIntyre to Nott, May 31, 1829. 

44 Documents, 180-92 and 217-25, J. B. Yates to Nott, September 29, 1828, and November 
28, 1828. 
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Albany, to get two drafts of $5,000 each discounted for them.*” By May 
it was more than just a seasonal pressure which had to be met: 


In consequence of the banks in this city calling in and refusing to discount, we 
are unexpectedly and unavoidably driven to every shift that we can devise to keep 
alive. Today I went out on business at 10 o'clock, under a full persuasion that 
we had funds enough to meet all demands; before my return at 12, the presentation 
of prizes &c. from abroad had absorbed all our funds, and I had the remainder of 
the time to make up about $4,000 deficiency of $6,000 to be paid . . . The brokers 
appear as badly off as we are.*® 


In September the story was much the same: “Unexpectedly the banks 
have thrown our paper out . . . there is no alternative but to call on 
you.” ** And by November, Henry Yates was hardly taking the trouble 
to find excuses: “We have so much paper becoming due . . . we are 
obliged to call on you for a renewal of our draft discounted in the 
Commercial.” ** So far as we know, Nott never refused any of these 
requests. 


Vil 


By 1830 Nott was becoming restive under the continual demands 
made upon him. When in April of that year McIntyre proposed that 
in future he should accept an annual payment of $50,000 instead of 
his usual percentage, Nott dug his heels in. If the lotteries could not 
be run under the present arrangement, there had better be no lotteries 
at all: 


To sustain the lottery I have hitherto done and hazarded my full share, and that 
too at times when its success was doubtful. I have gone along with you in all your 
difficulties, and conceded, on all occasions, whatever I have felt myself authorized 
to concede. But I can not, and I dare not, go the length I am now solicited to do.*® 


The quarrel was temporarily patched up. But the fires still smouldered 
and after two years of increasing tension there came the crisis. This 
time, however, Nott was confronted not with a proposal but with an 
ultimatum. Early in May 1832, he received a remarkable letter, which 


45 Documents, 241, Henry Yates to Nott, February 14, 1829. 

46 Documents, 243-45, Henry Yates to Nott, May 20, 1829. 

47 Documents, 276-78, Henry Yates to Nott, September 28, 1829. 
48 Documents, 286, Henry Yates to Nott, November 11, 1829. 

49 Documents, 347-54, Nott to Yates and McIntyre, May 3, 1830. 
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purported to come from “the house of Yates and McIntyre.” © It was 
signed, however, not by John B. Yates and Archibald McIntyre, but by 
Henry Yates, James McIntyre, and John Ely, Jr. Now for the first time, 
it seems, Nott learned that his treasurer was a partner in the firm. 
James McIntyre (Archibald’s son) and John Ely had played no part in 
the negotiations up to this point; internal evidence suggests that they 
had only recently joined the firm. 

These individuals began their letter by asserting that Nott’s calcula- 
tions about the profitability of the lottery business, however true in 
theory, had proved fallacious in practice, and that this was the true 
cause of the difficulties and losses which the original partners in the 
firm had experienced. The original partners, too, had undertaken to 
pay Nott far more than was justified in the circumstances. These 
payments were now to cease. The true value of a lottery was no more 
than 5 per cent on the sales. This percentage, which previously had 
been paid to Nott, would be paid him no longer. It would be handed 
over instead to the original partners, John B. Yates and Archibald 
McIntyre, to compensate them for losses which, it was alleged, they had 
suffered in the first years of the lotteries. Nott would, they hoped, 
continue his “friendly aid” to the firm, but he would get no more 
money. ; 

With the receipt of this letter Nott must have realized that the days 
were past when differences of opinion could be smoothed over by a 
few conversations or letters between friends. Yates and McIntyre had, 
as it were, broken off diplomatic relations. The old senior partners were 
to be pensioned off and the agreements which they had made repudi- 
ated. New men were taking over, and their first act was to get rid of 
Eliphalet Nott. What mattered now was not sentiment, nor loyalty, 
nor friendship, but rights and duties enforceable in the eyes of the 
law.” 

Into the details of the complicated legal tussle which ensued we do 
not need to enter here.” Nott filed a bill in Chancery early in 1833 for 
the recovery of the sums which he alleged were due and which Yates 
and McIntyre had refused to pay. Unfortunately, his chronic inability 
to distinguish between his own interests and those of the college now 
cost him dear, for he named as co-plaintiffs in the bill the trustees of 





50 Documents, 485-91, H. Yates, John Ely, Jr., and James McIntyre to Nott, April 28, 1832. 

51 Documents, 523-26, Nott to Henry Yates, December 20, 1832. 

52 For a summary of developments, see Reply of the Trustees of Union College, Appendix G, 
J. P. Cushman and A. C. Paige to Treasurer of Hamilton College, February 23, 1840. 
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Union College without troubling to inform them or ask their consent. 
Yates and McIntyre filed a demurrer to the bill on the grounds that the 
agreement on which Nott rested his case had been entered into after 
the Literature lottery was closed, that it was an agreement for personal 
services only, and that in consequence Union College was not involved. 
This was, of course, correct, and Nott’s bill was dismissed. In the mean- 
time the whole lottery question had been referred by the legislature to 
the attorney general, and this gentleman, after due deliberation, an- 
nounced that the comptroller had made a mistake back in 1822, and 
that the amount of tickets in the Literature lottery had been over- 
estimated by some one million dollars.’ This made a difference of 
about $130,000 in the amount due to the college from Yates and 
McIntyre, who promptly filed a bill in Chancery for the recovery of 
this sum. 

It was by now becoming clear to all concerned that this lawyer’s 
holiday could continue indefinitely and that a settlement cut of court 
would save both time and money. When negotiations were reopened, 
it was found that Yates and McIntyre were quite prepared to cancel 
their claim against the college, provided that the college returned to 
them certain promissory notes and securities to the amount of $126,- 
037.57; and, further, that they were willing to pay Nott the sum of 
$150,000 in installments over ten years, provided that Nott agreed to 
withdraw his personal claims against them. A tripartite agreement 
was then entered into between Yates and McIntyre, Union College, 
and Dr. Nott in which each party agreed not only to discontinue the 
lawsuits which had already been instituted, but also to refrain from all 
further litigation in connection with the lotteries. 

And so, in a flurry of lawsuits and compromises, the story ended. 
In New York the lottery grants were due to expire in any case in 1834. 
In Pennsylvania lotteries had been finally outlawed in 1833. By 1835 
there were no authorized lotteries in operation in New York, Pennsyl- 
vania, Ohio, Vermont, Maine, Massachusetts, New Jersey, New Hamp- 
shire, or Illinois.°* An era had come to an end. The firm of Yates and 
McIntyre broke up shortly after the signing of the final agreement 
referred to above. John B. Yates retired to Chittenango, there to busy 
himself with local improvements, the problems of the Welland Canal, 
and the founding of the Yates Polytechnic Institute. He died in 1836. 


53 New York, Assembly Documents, 1833, Vol. 1, No. 13, report of attorney general. 
54 New York, Senate Documents, 1834, Vol. 2, No. 52, report of the committee of the 
judiciary relative to the sale of lottery tickets. 
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Archibald McIntyre continued in active business and made quite a 
name for himself in the field of bank-note reporting and exchange.” 
Toward the end of his life he became interested in the development of 
iron-ore mining in the New York Adirondacks, and there, in Essex 
County, the McIntyre mine (now owned by the National Lead 
Company and exploited as a source of titanium) still bears witness to 
his enterprise.”® 





Vill 


In considering the efficiency of the firm of Yates and McIntyre, we 
must bear in mind that, in spite of growing public hostility, a sharply 
declining market, and highly imprudent outside investments, the firm 
not only survived and produced a profit—John B. Yates in particular 
giving every indication of considerable wealth after his retirement— 
but also fulfilled its primary social function, namely the raising of 
capital. A simple calculation will demonstrate this point. When Union 
College took over the Literature lotteries in 1822, the comptroller stated 
that, by the terms of the act, the college was entitled to raise the sum of 
$322,256.81." It took five years and four months to draw these lotteries. 
If we assume that interest was compounded annually and that the going 
rate was 7 per cent per annum, then on August 1, 1828, this grant was 
worth $462,441.33. According to a balance struck in 1828 and accepted 
by both parties, Yates and McIntyre paid to the college between May 
1, 1823, and August 1, 1828, in cash or securities, a total of $317,124.50. 
Interest on these payments accrued to the college and amounted to 
$57,725.23. In addition, Yates and McIntyre gave to the college at the 
final settlement in 1828 promissory notes for $137,383.89.°° The total 
amount paid by Yates and McIntyre was therefore $512,233.62, or 
$49,792.29 more than the amount of the original grant with compound 
interest.” 


55 See W. H. Dillistin, Bank Note Reporters and Counterfeit Detectors, 1826-1866 (New 
York, 1949). 

56 See Irene D. Neu, “Iron-Ore Mining in the New York Adirondacks,” Explorations in 
Entrepreneurial History, Wl, 1 (October 1950), 35-43- 

57 Documents, 50, certificate of comptroller, April 9, 1822. 

58 Figures are taken from Reply of the Trustees of Union College, Appendix K, Schedule D. 

59 This surplus arose (1) because Union College, in virtue of its various contracts with Yates 
and McIntyre, was participating in the profits of the lottery business, and (2) because of the 
mistake made by the comptroller referred to above. Note, however, that when the comptroller’s 
mistake was discovered in 1833 the surplus became a deficit, as Union College then had to 
return to Yates and McIntyre part of the sums paid in error. Union College actually realized 
some $75,000 less than the total value of its lottery grants. 
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By this test, then, Yates and McIntyre deserve a high rating for 
efficiency. But the time factor is also relevant. Eleven years was the 
time which, in the judgment of a responsible officer of government, 
the state would have required to complete the Literature lottery alone. 
Yates and McIntyre completed not only the Literature lottery, but also 
every other authorized lottery in the state, within less than half this 
time. When we consider the history of American lotteries in general— 
the frauds, delays, and bankruptcies which were so common as to be 
regarded as a normal and inevitable characteristic of the system—this 
stands out as a considerable achievement. That it occurred not at the 
peak of the lottery system but at a time when the business was in the 
last stages of decline and tickets at times almost unsalable makes it all 
the more remarkable. 

That the firm could hardly have survived without the assistance of 
Eliphalet Nott is certain. But it is by no means certain that Nott’s 
assistance would have been required, at least to the same extent, if 
Yates and McIntyre had not attempted to add loan contracting to their 
normal functions as lottery managers. It was the Welland Canal Com- 
pany which stripped Yates and McIntyre of working capital, ruined 
their credit standing with the New York banks, and made necessary 
the continual appeals to Nott. That Yates and McIntyre, in a period of 
declining demand, were able to conduct their lotteries, raise the capital 
that they contracted to raise, and finance a well-nigh bankrupt cor- 
poration in another country, reflects considerable credit both on their 
managerial ability and on the skill with which they exploited academic 
ambitions. 

Hucu G. J. Arrxen, Harvard University 








American Business and the Approach of War 
1935-1941 


HE question whether business, or capitalism, has been a force for 

peace or for war has been one of some historical interest. Before 
1914 there were few to challenge the thesis of the great liberal-capitalist 
ideologists—Comte, Spencer, Fiske, to name only outstanding speci- 
mens—that the triumph of free enterprise meant the end of war, or 
its progressive decline; that the businessman would make a world in 
which the arts of peace permanently displaced those of war. But after 
the World War there naturally arose schools which sought to establish 
that capitalism carried within itself the seeds of ferocious wars. The 
thinking of a disillusioned generation was powerfully influenced in this 
direction. The loosely drawn but vehement indictment of capitalism as 
partner of Mars can be read in such typical pieces of the ’30s as H. N. 
Brailsford’s Property or Peace (New York: Covici, Friede,:1934) and 
C. H. Grattan’s Preface to Chaos (New York: Dodge Publishing Co., 
1936). But these Marxist theories have been subjected to devastating 
criticism.” 

Whatever may be the final truth about that complex question, a num- 
ber of interesting studies have shed light on the more concrete question 
of just how businessmen have looked upon certain wars. Such studies 
appear to demonstrate that “business” seldom wants war, though it 
may want the things which lead to war. In the events leading up to 
the American Revolution, merchants were at first the leaders of the 
movement seeking redress of grievances from Parliament, but their 
ardor for the cause rapidly cooled when revolution and war threatened, 
and only a small minority of them continued to take part in the move- 
ment for independence after 1770. Once the issue was joined, many 
conservative merchants who had opposed the break supported the 


1 The following may be mentioned: Lionel Robbins, The Economic Causes of War (London: 
Jonathan Cape, 1939); Walter Sulzbach, “Capitalistic Warmongers’—A Modern Superstition 
(Chicago: The University of Chicago Press, 1942); Eugene Staley, War and the Private Investor 
(Garden City, N. Y.: Doubleday, Doran & Co., Inc., 1935); Jacob Viner, in G. B. De Huszar, ed., 
New Perspectives on Peace (Chicago: The University of Chicago Press, 1944), chap. v. See also 
W. L. Langer’s “A Critique of Imperialism,” Foreign Affairs, October 1935. 

58 











American Business and Approach of War 59 





Revolution, seeking to wrest control of it from the radicals.” The 
merchants strongly supported an ambitious naval program in the early 
national period, arguing that it was necessary to protect and promote 
American commerce; but they opposed the War of 1812 almost to a 
man, for reasons both political and economic, though it may be doubted 
that they ever seriously considered New England secessionism as a 
remedy.* During the long period of agitation which preceded the Civil 
War, the business community of the North was prone to place peace 
above antislavery, to fear Abolitionism as radicalism of a dangerous 
sort, and to favor appeasement of the South almost frantically, up to 
the last moment. But once the die was cast, northern business supported 
the war, and rising industrial interests, making their peace with the 
Republican party, used the profits of the war as a springboard from 
which to vault to their great successes of the ensuing years.* 

Theodore Roosevelt, yearning for a war to revive the national spirit, 
was disgusted by the attitude of the “bankers and brokers” during the 
first Venezuelan crisis.” The war with Spain also faced business disap- 
proval. There was the usual fear of disruption of normal economic life; 
there was opposition to war and colonial expansion on the familiar 
grounds of its costliness; and once again the war party was suspected 
of radicalism, some of the “jingoes” being western senators with a taint 
of Populism. After the unexpected ease and cheapness with which a 
colonial empire was conquered, business was anxious enough to retain 
the gains, and enthusiastic about new market prospects, a fact that 
tended to obscure its previous opposition; but it is clear that before the 
war came the business interests of the country were opposed to it.° 
Nor did business pacifism slacken much in the next few years, when 
the “large policy” of Theodore Roosevelt and the “dollar diplomacy” 
of Taft seemed to herald an age of American imperialism. “Naval 


2 See such studies as A. M. Schlesinger, The Colonial Merchants and the American Revolution 
(New York: Columbia University Press, 1918); R. A. East, Business Enterprise in the American 
Revolutionary Era (New York: Columbia University Press, 1938); Leila Sellers, Charleston 
Business on the Eve of the Revolution (Chapel Hill: The University of North Carolina Press, 
1934). 

3 Harold and Margaret Sprout, The Rise of American Naval Power (Princeton: Princeton 
University Press, 1939), chaps. i-iv; J. W. Pratt, Expansionists of 1812 (New York: Peter 
Smith, 1949); R. A. East, “Economic Development and New England Federalism,” New 
England Quarterly, X (1937), pp. 430-46. 

4See chiefly P. S. Foner’s excellent Business and Slavery (Chapel Hill: The University of 
North Carolina Press, 1941). 

5 Selections from the Correspondence of Theodore Roosevelt and Henry Cabot Lodge (New 
York: Charles Scribner’s Sons, 1925), I, 204. 

6 J. W. Pratt, Expansionists of 1898 (Baltimore: The Johns Hopkins Press, 1930); “American 
Business and the Spanish-American War,” Hispanic American Historical Review, XIV (1934). 
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officers and politicians rather than businessmen” sought to promote 
imperialist expansion.’ The Navy League founders and officials in- 
cluded, significantly, great steel and munitions magnates; yet the 
National Association of Manufacturers and leading financial organs 
denounced Theodore Roosevelt’s big-navy policy.* Businessmen worked 
ardently in the peace movement, and the significance of the new 
industrial order for enduring peace was a popular topic.” Then came 
the great European war. 

Business exhibited its usual timidity and voiced its usual qualms in 
1914-1916; there was fear of economic disruption and fear of govern- 
ment restrictions. Nevertheless, business almost unanimously supported 
the declaration of war in 1917."° The reason for this change, it was 
subsequently charged, was that the financial and industrial community 
had acquired a great economic stake in Allied victory and had sought to 
protect that stake. The theory that pressure exerted by big business had 
led the United States into the war was soon overstated and sharply 
challenged; even those most sympathetic to an invidious economic 
interpretation could not but concede. that “the devious manipulations 
of certain banking houses” were not solely to blame.’* Yet the fact 
remained that the influence of big business was thrown on the side of 
unneutrality and war. It was a fact that provided much ammunition for 
those concerned to prove that business breeds war. 

Nevertheless, the American experience reveals the businessman as one 
who typically fears rather than seeks war. He likes stability, is annoyed 
by disturbances of the normal tenor of economic life, and is timid about 





7 Charles Beard, The Idea of National Interests (New York: The Macmillan Co., 1934), 
pp. 183-95; P. S. Reinsch, An American Diplomat in China (Garden City, N. Y.: Doubleday, 
Page & Co., 1922). 

8G. T. Davis, A Navy Second to None (New York: Harcourt Brace & Co., 1940); Sprout 
and Sprout, op. cit., pp. 267-68. 

® Merle Curti, Peace or War (New York: W. W. Norton & Co., ‘ast, pp. 213-14; S. S. 
Pratt and others, “Finance and Commerce—Their Relation to International Good Will,” in 
Documents of the American Association for International Conciliation (New York: Carnegie 
Endowment for International Peace, 1912). 

10H. C. Styrett, “The Business Press and American Neutrality, 1914-17,” Mississippi 
Valley Historical Review, September 1945. 

11C, H. Grattan, Why We Fought (New York: The Vanguard Press, 1929); Walter Millis, 
The Road to War (New York: Houghton Mifflin Co., 1935); Charles Beard, The Devil Theory 
of War (New York: The Vanguard Press, 1936), versus Newton D. Baker, Why We Went to 
War (New York: Harper & Bros. for Council on Foreign Relations, 1936); Charles Seymour, 
American Neutrality 1914-1917 (New Haven: Yale University Press, 1935); Edwin Borchard and 
William Potter Lage, Neutrality for the United States (New Haven: Yale University Press, 
1940); Charles C. Tansill, America Goes to War (Boston: Little, Brown & Co., 1938), especially 
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anything that may disturb the fabric of society and lead to social 
upheaval; his natural frugality is offended by the expense and waste 
of armaments and war. He has also dreaded the intervention in his 
affairs by the state that war usually brings. Evidently these are uni- 
versal traits of the businessman. Jacob Viner has pointed out that the 
“moneyed interests” in Great Britain were almost invariably the 
appeasers in the Napoleonic wars, the Crimean war, the Boer War, 
down to the rise of Hitler.’* “La banque et le commerce sont amis de la 
paix,” a French diplomat of the last century noted with some disdain, 
adding that they wished it always, even at the expense of honor. Only 
businessmen opposed the Spanish war of 1822-1823. 

The point is, perhaps, that honor and glory are not apt to be the 
primary considerations of Wall Street or the Bourse. They calculate the 
risks and gains of war as a commercial transaction. From this point of 
view not many wars will seem worth while. Under modern conditions 
the risks of war seemed to be even greater than before. The opinion was 
expressed around the turn of the century that by its nature “henceforth 
the existing economic order will favor peace.” ** The intricate organiza- 
tion of modern economic life, the huge investments, the international 
investments of capital, the desire of large enterprises for market sta- 
bility—all these made the disruptions of war more and more to be 
feared. Modern business functioned as part of an intricate, world-wide 
economic organization into which war was apt to throw a damaging 
monkey wrench.” 


II 


As the possibility of another war abroad began seriously to concern 
Americans about 1935, the business community was under the influence 
of a profound conviction that entrance into the First World War had 
been a serious mistake. “Men of industry consider war a great destroyer 
and unsettler of their affairs,’ an industrial leader declared in 1935. 
“The last war in its ultimate effect nearly destroyed all industry.” *° 


12 De Huszar, ed., New Perspectives on Peace, pp. 97-98. 

13H. G. Schenk, The Aftermath of the Napoleonic Wars (New York: Oxford University 
Press, 1947), p. 178. 

14 Curti, Peace or War, p. 213; Carl Schurz and others in Documents of the American 
Association for International Conciliation, 1912, especially p. ro. 

15 Ibid., pp. 41 ff. 

16 Quoted with comment in Steel, October 21, 1935, p. 29. 
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The disillusionment of the conservative classes with that conflict had 
been voiced long before by President Herbert Hoover: ** 





We emerged from it with the loss of life of our sons . . ., with a huge debt, 
increased taxes, inflated currency, inflated agriculture, useless factories .. ., 
demoralized railways and export trade, and with countless other national losses, 
which will continue for a generation. 


This was before the great depression. That event provided strong addi- 
tional incentives for condemning the war, which was now saddled with 
the blame for the collapse of 1929. Some were attacking the private 
enterprise system itself after 1930, charging it with breeding unnatural 
booms followed by disastrous deflation; it was natural for business to 
find another explanation, and it did so by asserting that the fault lay 
with disturbances created by the war. Almost invariably now business- 
men referred to war as involving an “inevitable aftermath of eventual 
post-war collapse,” as providing an “unnatural stimulus” which has 
“disastrous effects.” “Wars result in overwhelming loads of debts and 
in subsequent depressions which more than wipe out any apparent 
profits,” it was explained. The balance sheet of the last war was drawn 
up, in brisk business fashion: “on one side of the ledger the profits, to 
which so much emphasis has been given, and on the other the deficits 
of two post-war depressions and the terrific cost of readjustments made 
necessary by the war.” The game had not been worth the candle.”** 

When war clouds appeared in 1935, organs of business opinion 
cautioned businessmen to resolve this time that they would resist the 
lure of big temporary profits for the greater long-term advantage (as if 
war was an economic proposition, and for business to determine). 
“Beyond any trade advantage, little or great, stands the possibility of 
world-wide ruin and another generation of misery.” ** This profound 
advice was to be repeated countless times during the next few years. 
The left-wing writers who were at this time asserting that capitalists 
habitually created war booms for their profit would have taken mo- 
mentary pause had they read the repeated solemn declarations in the 
business press that business would never again seek the “false prosperity” 
of a war boom. At this time writers and the so-called “Nye” Committee 
were popularizing the “merchants of death” theory that capitalists had 

17 Speech at Boston, October 15, 1928. The New York Times, October 16, 1928, p. 1. 

18 Magazine of Wall Street, January 2, 1937, Pp. 332; Chemical Industries, March 1939, 
editorial; National Association of Manufacturers, platform resolution, December 8, 19373 
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contrived the late war. It was almost a settled folk-belief of the 
American people, a national columnist was to remark, that wars are 
fomented by business.” But business again and again denied this with 
assertions that business never profits from war—in the long run “the 
net result of war always is a loss.” The slogan suggested by an industrial 
leader was “private enterprise needs peace for profit.” ” 

It is an interesting fact that public-opinion polls taken in 1939 showed 
business executives to be more opposed to war than the general public, 
and the upper income group to be the leader in this respect.” The 
organized peace movement of the 1930’s got considerable business sup- 
port.”* “American industry, strangely enough,” an industrial publication 
remarked in the fall of 1939, “is leading the ‘peace bloc.’” Somewhat 
smugly, it added that the meaning of this was that “American industry 
has reached the point of development where it puts people and principle 
ahead of profits.” ** One would not, however, draw this latter conclu- 
sion from a study of the many comments business spokesmen made on 
the subject of war during this period. The motive would seem to be 
described better as enlightened self-interest, a conviction that the short- 
run benefits of war prosperity would in the long run harm business 
more than they helped it. And by 1939 there was another motive. For 
war was certain to bring economic controls, or in the language of the 
business group “regimentation.” The War Department had already 
drawn up the plans. Under any circumstances American business would 
have regarded the surrender of its “rights of self-government” with mis- 
givings. But when the government in power was Mr. Roosevelt’s New 
Deal, these misgivings were magnified into an almost hysterical fear, 
which reached its peak after 1939. 

Like everyone else, business interests were fighting domestic battles 
mainly in the years before 1939, and foreign policy often seemed remote. 
Certainly business had not formulated a very clear notion of its foreign 
policy before 1939. It had a general attitude, founded on a vague fear 
of war, which in turn rested on knowledge of war’s disastrous effects. 
War was the breeder of depression and socialism. Business possessed an 


20 Samuel Grafton, New York Post, December 14, 1940; cf. Charles Beard’s insinuation in 
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initial prejudice, which was very strong indeed, against getting the 
United States entangled in another “foreign quarrel.” 





Il 


Business, of course, was not unique in its stalwart hostility to war, 
though its reasons were somewhat unusual. Everyone repudiated war. 
There was less agreement regarding the best means of avoiding it. 
Should the United States prevent war by joining with the League of 
Nations in an active endeavor to preserve peace by means of common 
action against “aggressor nations”? Should we cut off all contacts with 
the warring countries while preserving a rigid neutrality—the “storm 
cellar” theory advocated by extreme isolationists? Or should we con- 
tinue the historic policy of neutrality plus insistence on rights of trade 
under international law with all belligerents? The last course was said 
to have got us into the last war and should be changed, a good many 
Americans thought, though a few were not so sure. From 1935 to 1939 
the isolationist dogma of neoneutrality was far and away the most 
popular. ; 

The troublesome question of neutrality and neutrality legislation was 
an important one to the business community. An embargo on trade 
would directly affect certain business interests; but, if business really 
disliked war as much as it claimed, it would make the sacrifice of some 
temporary profits if this were necessary in order to avoid war. When, 
late in 1935, this issue became a practical one, business opinion was 
found to be divided, some businessmen approving and some fighting 
_ the idea of limiting freedom of trade in time of war. 

The hurriedly passed neutrality resolution of August 1935, brought 
on by the war between Italy and Ethiopia, merely banned shipments of 
actual implements of war to belligerents, a prohibition which, as a 
spokesman for the exporting industries said, “does not materially affect 
our export trade.” *° President Roosevelt and Secretary Hull, however, 
attempted to persuade shippers of raw materials, especially oil, to refrain 
from selling to Italy—the so-called “moral embargo.” The “moral 
embargo” met with a chilly reception from business. “Our exporters 
are aghast,” Barron’s reported, “at the precipitance with which the 
President has declared that Americans who trade with belligerents, or 
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their nationals, must expect to do so at their own risk.” The New 
York shippers protested vigorously, and the attitude of the oil industry 
was concisely expressed as follows: 


The oil companies of the United States which have in the past carried on oil trade 
with Italy assume the attitude that there is nothing in the present situation to 
cause them to curtail their function of supplying petroleum and products to a 
country that is formally on good terms with the United States. . . .76 


Apparently most exporters ignored the President’s plea; a prominent 
exporter speaking before the United States Chamber of Commerce 
expressed himself as being “much surprised” to learn that a few manu- 
facturers had refused to ship to Italy. Oil shipments to Italy showed a 
substantial increase, and when the neutrality resolution was extended 
early in 1936 without being made any more drastic the industry 
breathed a sigh of relief.** War profits in the flesh, it seemed, were not 
so easy to spurn. 

Exporters and foreign traders were to remain staunch upholders of 
unhampered trade and neutral rights throughout, deploring each con- 
cession to those who would cravenly abandon freedom of the seas.” 
The self-interest motive was obvious, and indeed was seldom much 
disguised. The Commercial and Financial Chronicle developed the case 
for the traditional foreign policy in time of war with weighty historical 
and legal arguments, but the exporting interests made it plain that 
their motives were not disinterested.”’ But business opinion in favor of 
embargo legislation did exist. Although the Journal of Commerce 
thought American business generally opposed to any further restriction 
of rights of trade with belligerents beyond the 1935 resolution, the 
Magazine of Wall Street bravely declared that “we should be willing 
to embargo all exports and refuse all financing” if this was necessary 
to keep out of war, and excoriated “an inevitable selfish minority of 
traders.” °° Business Week conceded that the idea of an embargo repre- 
sented the desires of the American people, while the Wall Street Journal, 
though somewhat skeptical about neoneutrality as far as concerned its 
political feasibility, seemed to feel that a very high price might properly 
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be paid “on the altar of war immunity.” ** “In or out of such a war 
we would suffer sorely,” it was commented, “but out of it we could 
at least preserve the foundations of an isolated economic empire which 
would survive the chaos that would prevail elsewhere.” * It would 
seem that, while some influential organs speaking for business generally 
were quite prepared for sacrifices of trade in order to keep out of war, 
exporters and some manufacturers, more directly interested, were not 
able to afford such unselfishness. We shall have occasion to note also 
that some industries with a relatively small stake in foreign trade were 
always more isolationist than the exporters. 

It cannot be said that any business spokesman looked upon the 
collective-security leanings of President Roosevelt and Secretary Hull 
with any enthusiasm. To co-operate with the League of Nations had 
not been popular in business circles—not since the day when Henry 
Frick and Andrew Mellon had financed the campaign to defeat 
American entrance into the League. There was some sympathy for the 
League as it moved to meet what many regarded as its crucial test, in 
the matter of Italy’s assault on Ethiopia.* But the failure of the League 
in this test disillusioned its few friends. One of the journals which had 
expressed hope that the League might curb Italian aggression con- 
cluded, after the final triumph of Mussolini in Africa and a fresh 
diplomatic victory for Hitler in the Rhineland, that “the lesson for 
us is to keep America out of Europe and to keep Europe out of 
America.” ** And even earlier, cautious sympathy for the League was 
not general. While a leading business columnist expressed gratitude to 
Senator Lodge for having once saved us from involvement in “European 
intrigue,” the Commercial and Financial Chronicle denounced the 
League idea week after week. In business circles, where tough-minded 
“realism” always supposedly prevailed, it was quite widely believed that 
the League was only a cloak for Franco-British imperialism, that Ameri- 
cans would be the dupes of wily Europeans if we fought again, and that 
the United States should look to her own “interests,” which seemed 
to consist of no meddling in Europe on behalf of some moral principle 
as vague as collective security.” 
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The response of business to the President’s famous “quarantine 
speech,” a trial balloon for internationalism, was naturally not encour- 
aging.*® It is interesting that even toward the Far East, where traditions 
were somewhat different, business opinion did not advocate an aggres- 
sive foreign policy. The stakes, they pointed out, were now too small. 
A glance at the economic balance sheet revealed that American trade 
with Japan was four times that with China, and that American invest- 
ments in China, especially North China, were not great. In sum, to 
quote the Magazine of Wall Street, “It would take more than the 
Orient appears to offer us in economic advantages to induce the United 
States to risk war.” ** “Our material interests abroad are large, but they 
are not of primary importance to the national welfare,” another organ 
concluded a candid analysis of the Far Eastern situation.** In regard 
to the Far East the almost universal opinion was that we had too little 
at stake there to justify a challenge to the Japanese. Our interests were 
certainly not worth a war. American business was evidently ready to 
write off the Far East to Japan.* 

Thus business arrived at those same sentiments of isolationism which 
most other Americans were reaching at this time, if by somewhat 
different reasoning. That portion with a stake in foreign trade fought 
against either sort of trade restraints, whether of neoneutrality em- 
bargoes or collective-security sanctions. The majority with no great 
stake in foreign trade was prepared at least to consider a drastic storm- 
cellar approach, on the theory that a high price might be paid to keep 
out of war. Co-operation with the League of Nations met with no 
favor from business, which held strongly to prejudices against inter- 
nationalism and looked with cold realism at the small size of our 
economic stake abroad. But business had not yet very well thought 
out its position. The impact of events had not, before 1939, forced busi- 
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ness to formulate a clearer definition of its foreign policy—the same 
being true, of course, of other Americans. 





IV 


During 1938 and 1939 events began to force attention to foreign 
policy to a greater degree. The neutrality act of May 1, 1937, had been 
ignored almost completely in the general excitement over the Supreme 
Court battle. Domestic questions still rated far more important than 
_ foreign ones. Japan’s assault on China was, as we have seen, viewed 
with complacency by nearly all of business, and after rebuking the 
President sharply for his disturbing October speech it returned to 
absorption in domestic matters. But the crises of 1938, culminating at 
Munich, could hardly be ignored. Munich, as we discovered in retro- 
spect, was the great divide of American opinion on the war; after 
it, isolationism slowly receded. Greeted with joy and relief by most 
Americans, it left a residue of genuine alarm which was to increase 
steadily. Most Americans then found that their supposed unconcern 
with the affairs of Europe was predicated on the assumption that no 
unfriendly power could dominate that continent. When Nazi Germany 
threatened to secure such mastery, most Americans abandoned their 
neutrality. 

Business opinion of Munich seems to have been rather like the 
average. Praise for Neville Chamberlain to the point of comparing 
him with Lincoln was not unusual, as business rejoiced at the pros- 
pects of permanent peace.* Yet there were dissenters who found the 
retreat of the democracies alarming and spoke of the dangers of 
peace at any price.** This division was prophetic of the next few years. 
Business opinion divided sharply. While part of it remained stubbornly 
loyal to isolationism, a growing minority, finally to become a majority, 
discovered that America could not, and ought not, to remain aloof. 

At the sign of a new foreign policy and a rearmament program com- 
ing from the Administration, there were cries of alarm. From the 


40 Financial World, October 12, 1938; Commercial and Financial Chronicle, October 1, p. 
1968, and October 8, p. 2143; Wall Street Journal, October 1; Sphere, November 1938; Manu- 
facturers Record, cover, October 1938. 

41 Magazine of Wall Street, November 5, 1938; Business Digest, November 1938, p. 23 
American Exporter, July 1938, p. 34, an example of warning against appeasement even before 
Munich. Business Week (November 5 editorial) had contempt for the betrayers of Czecho- 
slovakia, but found in this another reason for keeping clear of perfidious Europe! 
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beginning, some businessmen thought that the whole thing was a 
New Deal plot to revive its waning popularity.” They found the 
tendency to “meddle” in Europe’s affairs inconceivable. On the other 
hand, the rearmament program and the new foreign policy found 
some defenders in the business press.** The significance of German ex- 
pansionism dawned on the more discerning commentators. Charles 
Benedict in the Magazine of Wall Street discovered Nazi plans for 
“world domination” and declared that “the times challenge us to 
bold and determined policies.” “* The exporters grew complacent 
about a situation which would again make us “the largest potential 
source of supplies to embattled European democracies.” *” But industry 
was not yet able to see it that way. Of more and more importance, 
especially to the industrialists, was the fear of wartime regimentation 
by an Administration they regarded as unfriendly. The war scare, 
one would gather, was a sinister plot hatched by politicians scheming 
to destroy free enterprise. “There is only one small group with a hope 
of profit in war,” Iron Age asserted in 1939. “And that is the vociferous 
group that looks to war as the golden opportunity to do away with 
the profit system and the Constitution at one fell swoop.” *° 

Such outbursts were not unusual. “Who would be the wartime Presi- 
dent and how would he employ his tremendous executive powers?” 
it was asked pointedly. The president of th> American Iron and Steel 
Institute thought that if war came, “as certain as night follows the day, 
while we were fighting to crush dictatorship abroad, we would be 
extending one at home.” ** The War Department plans for “industrial 
mobilization” startled and alarmed industry, and the pages of more 
than one journal were filled with horrific descriptions of the dreadful 
dictatorship that war would bring.** The hypothesis was at least en- 
tertained that the Administration was maneuvering toward war in 


42 Barron’s, November 28, 1938, p. 10; American Banker, October 11, 1937; Barker and 
Tradesman, September 9, 1939. 

43 Sphere was notable in this respect; see editorials, January 1939, etc. 

44 April 22, 1939, p. 7. 

45 American Exporter, July 1938, p. 34. 

46 June 1, 1939, p. 33. 

47 Factory Management and Maintenance, May 1938, p. 45; Iron Age, June 1, 1939, p. 48. 

48 Factory Management and Maintenance, May 1938; Mill and Factory, November and 
December 1939; Steel, December 11, 1939. The War Resources Board was discontinued in the 
summer of 1939, which added to industry’s suspicions; this organization had included prominent 
businessmen and was designed to gain industry’s co-operation in planning for industrial mobili- 
zation. Its demise was widely interpreted as a victory for the “left,” and industry remained 
convinced that the government would “crack down” in time of war without consulting industry. 
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order to accomplish its design of “putting industry in a straitjacket,” 
and the likelihood that “war socialism” would prove permanent was 
gloomily contemplated.” 

Upon the outbreak of war in Europe in September of 1939, business 
hastened to affirm its deep desire for peace, making the point that 
business had a greater interest in staying out of war than any other 
group.” True, the market reacted otherwise, stocks jumping as much 
as $17.00 in a single day. But there were no manifestations of joy within 
the business community. “It is a dark hour for mankind,” one magazine 
commented, “and not the least of the tragedy is that while brave men 
die and women and children are bereaved, the neutral spectators are 
likely, willy-nilly, to have the struggle put money in their pockets.” 

There was a good deal of concern about war inflation. News letters 
warned against a wild war boom, and cautioned self-control. A new 
phrase was coined—‘“business statesmanship’—and numerous firms 
issued declarations pledging price stability.°” Such sentiments were 
doubtless sincere. Responsible businessmen felt that inflation would 
be disastrous, and there was another motive: “Business . . . must keep 
its own record clear. If it fails to curb excesses the government will 
step in with controls... .”™ 

During the great debate which raged through the fall of 1939 con- 
cerning the problem of neutrality, business was deeply divided. The 
Wall Street Journal reported on October 7 that businessmen “are not 
a unit in their attitude towards repeal of the arms embargo.” Pre- 
dictably, the exporters and shippers were for opening the sea lanes to 
American ships and goods without restrictions.* But this almost 
unanimous attitude of those who stood to profit directly from the 
increased war trade which would result from the policy urged by the 
President of lifting the embargo stands in contrast to another view, 
held by those less concerned with foreign markets. “No demands for 


49 Automotive Industries, July 1, 1939, p. 21; Banker and Tradesman, December 3, 1939; 
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50 Nation’s Business, October 1939; Wall Street Journal, September 5; radio speech by Presi- 
dent Coonley of the National Association of Manufacturers, September 19; and the editorial 
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51 American Exporter, November 1939, p. 34. 

52 National City Bank of New York, monthly news letter, October 1939; Guaranty Survey, 
of the Guaranty Trust Company, same month; Factory Management, same month, war 
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53 Textile World, September 1939, p. 53; National City Bank news letter, October 1939. 

54 See National Foreign Trade Council resolutions, reported in American Exporter, November 
1939; New York Chamber of Commerce, in Commercial and Financial Chronicle, October 7, 
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a change in our neutrality law have been voiced by industry,” one of 
its major organs reported. It expressed frank distrust of the President, 
and a fear above all else of getting into war; the position was typical 
of big industry.” 

There were motives of self-interest and idealistic conviction on both 
sides. Opposed to any lifting of the embargo were those afraid above 
ali else of war, chiefly because of its economic and social consequences 
for industry; but also some honest believers in the old isolationist 
ideology. Favoring repeal were both those selfishly eager for trade 
and those sincerely convinced of the need to repel Axis aggression. 
Journals like Nation’s Business and Commercial and Financial Chron- 
icle represented an element in business that was both stubbornly iso- 
lationist and bitterly reactionary, and constitutionally unable to follow 
President Roosevelt in anything. (They were among those he once 
jestingly said would prefer to go to Hell if he and his New Dealers 
were in Heaven.) At the other end of the spectrum, Sphere and the 
Magazine of Wall Street spoke for some who were keenly aware of 
the meaning and menace of Nazism, so much so that they were pre- 
pared to forget all else and co-operate with the Administration in the 
interest of a strong foreign policy based on all-out aid to the Allies. In 
between were many confused ones. “The average citizen has not been 
able to make heads or tails of it at all,’ a New England paper dolefully 
reported.” It must be admitted, however, that the clear light of im- 
mediate self-interest was evident to some, mixed up with ideological 
motives: 


As we see it (one business journal said) refusing to sell is neither being neutral 
to the allies [!] nor fair to American industries which can and do want to sell. 
. . . Let’s not kid ourselves . . . let’s be honest and sincere in this matter of 
selling our goods to those who are fighting to stop such oppression. . . .°7 


The President’s compromise on repeal of the arms embargo plus 
the cash-and-carry principle eventually secured the support of most 
of business. Cash and carry was the happy compromise that pleased 
almost everyone—the isolationists because it kept American ships out 
of battle zones and could be defended as genuine neutrality, the 
interventionists because it permitted war trade and helped the Allies 
to a degree. Was it not truly impartial to sell to all on equal terms 


55 Steel, September 4, 1939, p. 34; the same journal for October 2 reports the opinions of 
many steel men. 
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who would call and pay cash for the goods? Thus argued such organs 
as the Wall Street Journal (usually isolationist) and the Magazine of 
Wall Street (pro-Ally.) Their clarification of the problem seemed 
to convince most businessmen.”* Getting some war business while 
keeping clear of involvements that might lead to war was a solution that 
had much to recommend it. Only the bitter-end isolationists and the 
shipping interests were dissatisfied, from opposite directions, with this 
formula.” All might have agreed at any rate with the comment of 
Fortune that foreign policy had ceased to be a “remote abstraction” and 
had become, for businessmen as well as all other Americans, an urgent 
and personal problem.” 


V 


When fear of a German victory became really acute in the spring of 
1940, American opinion began to change. The sudden and sweeping 
triumph of German arms stopped the tongues and pens of those who 
had just been saying that the war in Europe was a stalemate, if not a 
“phony,” and could not possibly hold any dangers for the United 
States. With each successive month after May 1940, the polls showed 
increased sentiment in favor of aiding England even at the risk of 
war, mounting from a mere 36 per cent who took that position in May 
to a substantial 60 per cent majority by December. But at the same 
time the pacifist and isolationist elements, noting what seemed to 
them the first fateful steps along another road to war, intensified their 
opposition. The great debate had begun, to rage furiously for nearly 
a year. 

In a full-page advertisement on June 23, the National Association 
of Manufacturers pledged its knowledge and its resources to the task of 
national defense, calling for national unity in the crisis. No business 
voice was raised after this to protest against a large defense program.” 


58 Wall Street Journal, September 7, September 18, 1939; Magazine of Wall Street, September 
23, 1939, p. 594. See the comment of Stee], October 9, 1939, p. 36. 

59 A minor point that greatly agitated business for a time was the effort to extend the meaning 
of the term “belligerent ports” to include colonial ports of belligerent powers, perhaps far 
from the battle zone. There was an outcry against it in the business press, and it was finally 
removed from the neutrality bill. This agreed with the President’s desires; businessmen’s desire 
for trade and the Administration’s desire to aid the Allies coincided here. 

60 Editorial, December 1939. 
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Those who had been isolationists in April were very likely to have 
become, by June, convinced that “America’s sympathies are with the 
Allies and this country is going to do everything in its power, short 
of armed participation, to aid the Allies.” °’ Business was pretty thor- 
oughly converted. A cross section of the commercial, financial, and 
industrial publications examined for their opinions on the Lend-Lease 
bill, climax of the great debate, shows only four definitely opposed to 
the all-out aid bill; eleven or twelve took a more or less definite stand 
in favor, while almost all the rest, though not specifically committing 
themselves editorially, gave the impression that they were not dis- 
pleased at what seemed the certain outcome. Of those opposed, only 
one attempted to defend the pure isolationist position.” The other 
three claimed only to fear the concentration of power in the hands of 
the President, denying that such extreme measures were necessary. 
Business Week, while not taking a stand against the bill, announced 
with obvious distaste for the situation that the United States had become 
a military state. Old prejudices died hard; one of the journals still 
predicted the socialization of the country after Mr. Roosevelt had 
maneuvered us into war.® 

This had become, evidently, the minority view, and business was 
ready to accept, as the lesser of evils, not only all-out aid to Britain but 
the grant of emergency powers to the President. “The alternative is 
to deny him extra powers and to run the risk of standing alone against 
the totalitarian might of the world. Majority opinion in industry holds 
that the former is the lesser of the two evils.” °° There is some evidence 
to indicate that perhaps the rank and file of smaller businessmen were 
more isolationist than the survey of periodicals might indicate. The 
die-hard isolationist Nation’s Business, organ of the United States 
Chamber of Commerce, claimed to speak for ‘700,000 underlying 
members.” When Mr. James S. Kemper, president of the chamber, testi- 


62 Banker and Tradesman, May 11 and May 18, 1940; Manufacturers Record, June 1940, 
p. 23, a statement which may be compared with the same journal’s opinion of October 1939. 

63 Commercial and Financial Chronicle, January 4, 1941, p. 13. Styrett, “The Business Press 
and American Neutrality,” notes that this journal was the lone opponent of a declaration of 
war in 1917, among business journals examined. It is, of course, the oldest and among the 
most distinguished of all American business publications, with strong traditional influences. 

64 Wall Street Journal, January 11, March 4, March 12, 1941; also Railway Age and Nation’s 
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65 Railway Age, February 1, 1941, p. 237. Railways were, obviously, peculiarly sensitive 
to the danger of socialization in wartime. 
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Business, Magazine of Wall Street, Financial World, Manufacturers Record, Mill and Factory, 
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fied against the Lend-Lease bill, the reaction of some local groups 
seemed to leave room for doubt that he spoke for all 700,000. Neverthe- 
less, Nation’s Business claimed that the mail response to its isolationist 
editorials (which refused to be alarmed at the possibility of German 
victory) was 70 per cent favorable.” In the spring of 1941 the Chamber 
pointedly omitted any mention of the question of aid to Britain and 
other anti-Axis powers in its annual resolutions. “Delegates said that 
the omission was made to avoid acrimonious debate,” the Journal of 
Commerce reported, “since the Chamber was sharply split on the 
issue.” °° 

It is clear, however, that among the more intelligent and vocal leaders 
of business there had been a pronounced swing away from isolationism. 
Some business figures were drawn into the isolationist “America 
First” movement, as we know, but most took their stand on the opposite 
side, so that William Allen White, who headed the “interventionist” 
organization, found himself called, by isolationists of the progressive 
variety, a “minion of Wall Street.” What, exactly, had caused this 
shift ? 

The decline of business isolationism may be attributed to several 
things. Perhaps the strongest factor was the gradual dissipation of 
fear of wartime controls, especially as administered by the New Deal. 
“In the field of national defense,” well-informed sources had long 
been telling businessmen, “Roosevelt is a conservative.” °° It took them 
a long time to believe it, but it was so. When Mr. Roosevelt called in 
leading men of industry for his Defense Advisory Commission and 
began to organize national defense in a way that stressed co-operation 
rather than coercion, he gave great relief to industry and ended its 
nightmares about “stark totalitarianism.” It noted with sheer delight “a 
universal trend towards putting faith and reliance in private enter- 
prise.” *° Business assumed, as late as May 1940, that war would mean 
dictatorship, “of course.” ‘* But what business called “the totalitarian 
plan of nationalizing industry, conscripting the wealth and labor of 
all, and suppressing the normal incentives of management and industry 
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in favor of the authority and control of government officials” ““—this, 
which for some reason it had always expected—did not materialize. 
Not that the marriage between the New Deal and big business was 
ever quite harmonious; both sides, as Mr. Bruce Catton amusingly put 
it in his book, The War Lords of Washington, were contemplating 
extensive infidelities. Business, for one thing, complained bitterly about 
the continuing of large nondefense expenditures, which it insisted 
should be cut drastically. It proclaimed that “national defense and 
the New Deal will not mix,” and demanded a complete “reconstruction 
of economic policies” that would sweep away all traces of the New 
Deal.”* This, of course, it did not get, if only because Mr. Roosevelt had 
to please more constituents than businessmen. But the great bugaboo 
of iron dictatorship had been laid to rest. The bitter-enders we have 
mentioned, to be sure, insisted that any kind of government control 
was destructive and actually argued that a return to pure laissez faire 
was in order. But the great majority were aware of the need for 
“certain compulsions beyond those of peacetime” and only asked that 
these be held to a minimum. It could be argued, in fact, that once 
businessmen were at the helm of the defense commission, their attitude 
toward government control underwent a remarkable change. It was 
not long before a good portion of business was demanding more 
centralization.” The suspicion is aroused that business had never been 
afraid of state control as such, but only of the people who might be 
wielding that control. 

The best comment on the reconciliation between business and the 
White House is the election of 1940, when some businessmen supported 
Roosevelt and those who opposed him mostly did so without the usual 
bitterness. In April of 1941 one business magazine observed a singular 
phenomenon, “the almost complete absence,” at business conventions, 
“of denunciation of ‘that fellow in the White House.’” “* On the other 
hand, those who could not get over their animosity toward the Presi- 
dent, born of many an old battle, were the unreconstructed isolationists. 

72 Editorial in all McGraw-Hill magazines, June 1940. Cf. address by W. R. Burgess to the 
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“Roosevelt hate,” John Roy Carlson once wrote, “has been one of the 
most powerful forces which has impelled the America First move- 
ment.” “ 

Beyond the motives of self-interest, there are interesting signs of an 
ideological transformation in business thought. American business 
- had never liked fascism or Nazism, contrary to a leftist myth. Nazism 
embodied the principle of state control which was distasteful to the 
tradition of American business. Nazism was not sharply distinguished 
from socialism, or from New Dealism either, since all were guilty of 
the same sin and fallacy in business eyes.* A few American businessmen 
returned from Europe full of enthusiasm for certain aspects of Hitler’s 
system, particularly the “disciplining” of labor.” But these were the 
exception, not the rule. Yet there was no basis for a crusade against 
Hitlerism in the business mind prior to 1940. It was not uncommon to 
find the opinion that, since the New Deal and Hitlerism were the same, 
to join the New Deal in a crusade against Hitlerism did not make 
sense.*° Liberty is in more danger at home than from abroad; American 
“communists” in the New Deal must be destroyed first and foremost.** 
Such views, quite general until 1940, tended to vanish as the significance 
of Hitler grew clearer. 

In brief, American businessmen discovered that they did after all 
have liberties to defend and confessed, even remorsefully on occasion, 
that F.D.R. was no such tyrant as Hitler; they gradually came to see the 
struggle with Hitlerism as one between “reactionary capitalism and 
sound democratic capitalism” or between a “slave economy” and one 
devoted to “freedom for the individual and economic justice for all.” © 
Space permits no full documentation of this interesting change here; 
it did go steadily on, subject to occasional qualms and flurries of doubt. 
Intellectual leaders of the business class, such as Lewis W. Douglas and 
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Thomas Lamont, aided it by pointing out that it was isolationism 
that would mean totalitarianism at home—“to retreat to the cyclone 
cellar here means, ultimately, to establish a totalitarian state at home.” ™ 
Hitler himself advanced it the most, by his repeated attacks on the free 
enterprise system and his avowal of intent to destroy that system.™ 
In sum, business at length swallowed its unreasoning hatred for the 
regime at home to discover a far worse tyranny abroad, and to depict 
the struggle as one between “democratic ideologies and the opinionated 
forces of tyranny,” with “our own freedom and the freedom of man- 
kind at stake.” * 

In conclusion, it might be added that American business, aided by 
the theorizing of Henry A. Luce about an “American Century,” per- 
haps caught a glimpse of world markets to be gained as a result of the 
war.”° Certainly it became acutely conscious of the fact that “you can’t 
do business with Hitler” and that a world dominated by the Axis 
would drive American industry from world markets and possibly ruin 
it with the competition of “slave labor.” * But these seem to have been 
more in the nature of afterthoughts. In any case a combination of 
political, ideological, and economic factors influenced business to come 
into close agreement with the Administration about the aims of 
foreign policy and to look upon Allied victory as indispensable. 


VI 


Such works as Eliot Janeway’s The Struggle for Survival have carried 
on the story of business and the Roosevelt Administration during the 
prewar and wartime period. Business, content with a situation that 
afforded great profits without actual war, may have shown some re- 
luctance to convert entirely to war production.** This complex story 
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lies beyend the scope of this article. In the drift toward unneutrality 
and then war, business played no independent role, we may conclude. 
It was dragged along in the wake of circumstances, like everyone else. 
It began with probably a stronger streak of isolationism, a greater 
distaste for any commitment that might lead to involvement in war, 
‘than other groups; but it showed, on the whole, a great readiness after 
May 1940 to change its thinking. It had an almost incredible hatred 
for the political regime in power, but unlike the French Right it 
managed to swallow that prejudice in time to rally to the national de- 
fense. It exhibited a large amount of shortsightedness in foreign affairs, 
a trait it shared with most other Americans, but it also produced dur- 
ing the critical period after 1939 much serious and constructive thinking 
about world affairs. Perhaps the chief irony that will occur to future 
historians lies in the fact that by means of a war it strenuously resisted, 
administered by a man it regarded as its inveterate enemy, American 
business gained great new profits and prestige, and perhaps obtained its 
salvation following a very gloomy time of troubles. 
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Notes and Review Articles 


COMMITTEE ON RESEARCH IN 
ECONOMIC HISTORY 


A Description of Its Purposes, Activities, and Organization 


The Committee on Research in Economic History owes its start to the scholarly 
interests of Dr. Joseph H. Willits and Dr. Anne Bezanson, at that time both 
associated with the Rockefeller Foundation. A committee of inquiry was nom- 
inated by them; a report of the needs of economic history was drafted by the 
committee; and, at the instance of Dr. Willits, a grant was made by the Founda- 
tion. In all these latter proceedings, Dr. Edwin F. Gay, director of research at the 
Huntington Library and the dean of American economic historians, was the 
energizing element. The grant was made in 1940. 

During the following ten years, the committee operated as an organ of the 
Social Science Research Council. Subsequently it withdrew from the Council, 
secured incorporation as a nonprofit institution under the laws of the District 
of Columbia, and is now an independent body. 

The objective specified for the committee in the grant of the Rockefeller 
Foundation was broad but simple: merely to develop the field of economic 
history. After considerable debate, the committee determined to implement 
these “terms of reference” by three general types of action: 

1. The selection of specific areas within the whole field, which it believed 
to stand in particular need of inquiry, 

2. The promotion of model studies in these areas by scholars who desired 
to carry on such research endeavors at their own colleges and universities, and 

3. The training of young persons in the field and the encouragement of 
still younger persons to enter it (a) by choosing—as far as possible—young 
postdoctoral men and women for the research tasks, and (b) by offering pre- 
doctoral fellowships to promising students. 

The determination of these general rules of procedure was no simple task. 
In the early days of its existence, and from time to time more recently, the 
committee has had to consider a surprising number of alternatives: Should it 
act merely as a screening device for the selection of worthy projects and worthy 
scholars, or should it attempt a more positive role? If the former, how widely 
should we extend financial aid: ancient economic history? history of economic 
thought? intellectual and social history? And what strata of scholars should 
be regarded as especially “worthy”: senior men and women, who would surely 
produce (on the average) the more mature and publishable books? the indi- 
viduals who had achieved one book and then had become bogged down in col- 
lege teaching? or young people who might become leaders in twenty years? 
On the other hand, if the committee aspired to a more creative service, what 
sort of task should it embrace—the preparation of economic annals, for example, 
or the selection of themes that necessitated interdisciplinary co-operation, or 
something still different—and through what sort of operating arrangement should 
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it endeavor to function: a “national bureau,” close supervision without centraliza- 
tion, etc.? Then there were legal questions, e.g., were we permitted to publish 
manuscripts not generated, at least in part, by committee funds; or might young 
scholars be chosen without a nationwide competition? 

Obviously it would be a sizable undertaking to report here the decisions, 
let alone the precedent debates, upon all the major and minor issues which the 
group has had to resolve. The “types of action” above noted indicate directly 
or by implication some of the determinations at which it arrived, while other 
aspects of its operating rules will appear below in connection with my report 
upon specific activities of the group. In general, the committee has tended to 
place primary emphasis upon the desire of a scholar to engage in a particular 
piece of research (or to supervise a group working on a specific theme), and 
upon that scholar’s capacity to carry out his chosen program. How and where 
he works are found to be of secondary importance. And the committee has 
always tended to give substantial freedom to such a scholar, subject only to the 
final appraisal (by itself or others) of the completed manuscript. 





I 


The specific areas in economic history which the committee found to be 
especially worthy of research attention and to which it decided initially to 
devote effort were (1) the relation of the state to American economic develop- 
ment; (2) the evolution of the corporation in the United States and Canada; 
(3) the history of banking in these same areas; and (4) the role of entre- 
preneurship in our economic progress. The committee has succeeded in mak- 
ing some advance in each of these programs. 

Two volumes have appeared in the area of the relation of government to 
American economic development: Commonwealth; A Study of the Role of 
Government in the American Economy: Massachusetts, 1774-1861, by Oscar 
and Mary F. Handlin; and Economic Policy and Democratic Thought: Pennsyl- 
vania, 1776-1860, by Louis Hartz. A similar examination of events in Georgia 
is now nearing completion in the hands of Professor Milton S. Heath of North 
Carolina, while a study of state policy in Missouri by Dr. James N. Primm— 
prepared independently of the committee—will probably soon be published by 
it. The committee also welcomed the opportunity to publish Professor Harry 
H. Pierce’s excellent study of the financial aid given to railroads by New York 
local communities, in a book which will appear later in 1953. Similarly the 
committee was happy to contribute toward the publication costs of Professor 
Anne Bezanson’s volume on commodity prices in our Revolutionary period. 
Dr. E. A. J. Johnson, erstwhile of New York University, was assisted financially 
in a study of state and Federal economic policy in the United States as of the 
mid-1790’s, and Professor Kenneth O. Walker, now at Goucher College, with 
Mrs. Walker were underwritten by the committee to make an examination of 
pre-Civil War economic policy in Illinois, while smaller grants-in-aid have been 
made to Professor David M. Ellis of Hamilton College and to Professor Wiley E. 
Hodges of the Citadel. 

But perhaps equally significant—at least over the long run—has been the 
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committee’s support of activity in two other directions. One was its contribution 
to the preparation of the “Historical Statistics of the United States,” which was 
published by the United States Bureau of the Census in 1949. The volume, 
highly useful in itself, may well evolve through future editions into an essential 
tool among economic historians. The second was the launching of a number of 
studies within this area of the relations of government to economic develop- 
ment by Professor Carter Goodrich of Columbia and by doctoral candidates 
studying under his direction. Professor Goodrich has published several peri- 
odical articles, while he and his students have books in preparation. 

The only grants-in-aid to scholars interested in corporation development 
have been to Professor William C. Kessler of Colgate and Professor G. Heber- 
ton Evans, Jr., of Johns Hopkins. The former’s inquiries led to an essay in 
The Journal of Economic History entitled “Incorporation in New England: A 
Statistical Study, 1800-1875.” The latter’s research is still unfinished. It is con- 
cerned with the interplay between business needs and charter provisions in 
leading state jurisdictions. In the meanwhile, the committee took pleasure in 
publishing John W. Cadman, Jr.’s, The Corporation in New Jersey; Business 
and Politics, 1791-1875. The research for this volume had been carried on at 
Princeton University, independent of the committee, but we believed the book 
would prove a model and an inspiration to those who might desire to carry 
through similar state studies. 

Initial attack in the history of American banking pertained to three of our 
earliest important institutions: The Bank of North America, and the First and 
Second Banks of the United States. Mr. Robert McClurkin, who had a study 
of the first body well along, was invited to finish it with aid from the committee, 
but the war and postwar distractions have taken him into nonacademic activities. 
Professor James O. Wettereau of New York University was assisted in his lifelong 
study of the First Bank of the United States. This scholar has succeeded in 
gathering yet more data respecting the institution; and he is now engaged in 
preparing a volume upon its career. Professor Walter B. Smith, erstwhile of 
Williams and now at Claremont, has completed a manuscript on “The Economic 
Aspects of the Second United States Bank,” which will appear early in 1953. 
It is a study which in large measure supplements, and in some degree corrects, 
the classic volume by Catterall. Smaller grants have been made to Professor 
Ralph W. Hidy in support of his research upon Baring Brothers, to Mrs. Anna 
Jacobson Schwartz of the National Bureau for research in early Pennsylvania 
banking, and to Dr. Fritz L. Redlich to make possible the publication of his 
second volume upon “The Molding of American Banking: Men and Ideas.” 

The area relative to the role of entrepreneurship in American economic 
development constituted the most novel of the committee’s selections. Progress 
in it has been slower than elsewhere. One volume lying within it and inspired 
in part by the committee has appeared: Warren C. Scoville’s Revolution in Glass- 
making: Entrepreneurship and Technological Change in the American Industry, 
1880-1920. This volume was prepared in collaboration with the Committee on 
Technological Change at the Massachusetts Institute of Technology, and pub- 
lished jointly with it. Mr. Herbert O. Brayer, recently of Northwestern, was 
also assisted in the preparation of his two-volume study of William Blackmore. 
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Other volumes pertaining to the area—at least in significant part—have been 
published by the committee, although prepared independently. These are 
Professor Edward C. Kirkland’s Men, Cities, and Transportation, a Study in New 
England History, 1820-1900; Professor Louis C. Hunter’s Steamboats on the 
Western Rivers, An Economic and Technological History; Dr. William B. Gates, 
Jr.'s Michigan Copper and Boston Dollars; and Professor James B. Hedges’ 
Browns of Providence Plantations. Professor Hunter’s study was published under 
the joint sponsorship of the committee, the American Historical Association, and 
the Council of Learned Societies; while it should also be noted that the preparation 
of Professor Hedges’ volume—the first in his projected three- or four-volume 
study of the distinguished Brown family of Providence—was aided by financial 
contributions of Brown University and the Rhode Island Historical Society, in 
addition to those made by the committee. Still a fifth study is in preparation: an 
examination of the American farmer as entrepreneur in the 1820-1870 period, 
by Dr. Clarence H. Danhof, erstwhile of Princeton. The author has promised his 
manuscript shortly. And a sixth is awaiting free time of a scholar who has turned 
administrator to make the final changes before publication. I refer to an examina- 
tion by Dean John T. O’Neil, Jr., of the University of North Carolina, of the 
1944-1945 refunding operation of the Chicago, Burlington and Quincy Railroad, 
during which Dean O’Neil, then a graduate student at Northwestern, had full 
co-operation of the railroad officials. Smaller grants-in-aid of research on one or 
another aspect of this area of entrepreneurial history have been made to Professor 
M. A. Adelman and Professor Robert K. Lamb of the Massachusetts Institute of 
Technology; Philip W. Bishop, then at Yale; Dr. Muriel E. Hidy, erstwhile of 
Wheaton; Professor C. L. Marquette of the University of Mississippi; Professor 
Theodore F. Marburg of Hamline; and Professor Donald L. McMurry, recently 
at Russell Sage. 

However, as in the case of the relations of government to economic develop- 
ment, the somewhat similar area pertaining to entrepreneurship has inspired 
activity at a university. The Research Center in Entrepreneurial History at 
Harvard was set up in 1948-1949 with the encouragement and aid of the com- 
mittee and—with aid in its direction from two of its members—continues to 
make explorations in the field. In fact one volume initiated through the com- 
mittee—Professor Thomas C. Cochran’s inquiry into the patterns of entre- 
preneurial thinking among American railroad executives in the pre-1890 period 
—will appear shortly under the auspices of the Research Center. 





II 


While not neglecting what Professor Hamilton calls a major problem in 
research promotion, the production by scholars of their second books, the com- 
mittee has paid primary attention to the encouragement of young people. For 
example, Professor Handlin had but recently received his doctorate when he, 
with aid from Mrs. Handlin, tackled his investigation of governmental policy 
in Massachusetts; while Messrs. Hartz, Cadman, Pierce, and Gates combined 
the preparation of committee volumes with either the drafting or reworking of 
doctoral dissertations. 
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Men, sometimes in yet earlier stages of their professional training, were 
aided by fellowships given directly—as in competitions arranged in 1948, 1949, 
and 1951—or indirectly through the research groups at Columbia and Harvard. 
In the award of fellowships, the committee emphasized, where possible, inter- 
disciplinary training, and the acquisition of skills or knowledge which otherwise 
the students would have failed to secure. 

Over the past four years, an aggregate of twenty-four young persons have held 
fellowships. Something like a dozen doctoral theses were completed by members 
of this group; and a number of them have graduated into teaching posts—spe- 
cifically, at Princeton, Chicago, Northwestern, McGill, Toronto, Drew, Minnesota, 
Brooklyn, Hofstra, and the University of Washington, while still another was 
recently appointed a member of the Society of Fellows at Harvard. 


III 


Theoretically the proper field of the committee extends from the days of the 
caveman to the present, and from central Asia to the United States. In reality, the 
development of this country and of Canada has held our major interest—partly 
as a result of the war-blown restrictions upon research activities—and we have 
paid attention almost wholly to that development in the nineteenth and twentieth 
centuries. 

Again, the committee seeks to avoid antiquarianism. It endeavors to see that 
the projects which it sponsors have at least significant relevance to present-day 
problems. While not denying the cultural value of historical study, it does in fact 
feel a sense of obligation in endeavoring to increase in the American people an 
appreciation of change through time. Americans typically are less historically 
minded than Europeans, less inclined to think of conditions as constantly in 
flux, changing from a known or knowable past toward a future which, though 
not precisely knowable, will in a high degree be conditioned by that past. 

Relative to economics, sociology, and other social sciences, the committee feels a 
special obligation. Too frequently the time dimension is lacking in consideration 
of matters that interest or concern the practitioners of these sciences. Possibly the 
committee can aid in the introduction of this time perspective into these areas 
of speculation and inquiry. 


IV 


While the four areas above-mentioned engaged the attention of the committee 
over its first decade, the group has never conceived these fields to be the only 
important areas in economic history deserving research promotion. Indeed, there 
has always been a division of opinion within its membership between those who 
would prefer to aid scholars whatever the latter’s subjects of research—to develop 
individuals rather than areas—and those who find greater value in relating its 
scarce means to chosen ends, in making significant contributions to the exploration 
of neglected or novel segments of our discipline. In some measure the first group 
has won ground in recent years. The committee has become interested in projects 
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that, even with elastic interpretations, could not be viewed as falling within the 
peripheries of its originally selected themes. 

Such have been a study of the economic policies of the Mormon Church, in 
the prosecution of which Professor Leonard J. Arrington of the Utah State 
Agricultural College has been assisted toward the preparation of a book (which 
the committee hopes to publish), and inquiries into the course of cotton-textile 
and railroad employee earnings over considerable time periods. The cotton-textile 
investigation has been conducted by Professor Robert G. Layer, now of the Texas 
Agricultural and Mechanical College, was based upon mill records available at 
the Harvard Business School, and, after an exploratory effort, has been taken 
over by the school. The railroad study has been carried on by Professor Rendigs Fels 
of Vanderbilt University (which has also contributed financially to the project) 
and was based upon the exceptional records of the Nashville, Chattanooga, and 
St. Louis Railroad. The findings will be published shortly by the university. 
Grants-in-aid, for rather diverse purposes, have been given to Messrs. J. B. Ernst 
at Columbia, Thomas A. Nelson, Jr., of Minnesota, Frank E. Ransom of the 
College of St. Thomas, and L. W. Towner of Northwestern. 

On the whole, however, the committee has tended to adhere to its first pre- 
dilection—the choice and elaboration of specific research areas. In part this 
preference seems to stem from a realistic appreciation that only in devotion to 
reasonably clear-cut topics, especially topics that have relevance to current problems, 
can the committee or independent scholars hope to secure financial assistance 
from individuals, trade associations, or foundations. In part the preference seems 
to flow from the thought that nurture of particular fields may offer the basis for 
the establishment of localized research centers, organized and directed by scholars 
interested in and competent for group inquiry. 

At all events, additional areas of apparent importance have been conceived and 
elaborated by members of the group, or have been presented to it for our attention. 
These areas of potential inquiry may be summarized as follows, couched largely 
in the form of questions, since they stand now chiefly as hypotheses: 

Should cities be regarded merely as end products of economic change, the 
results of commercial, transportation, industrial, and cultural developments? 
Have they not had important reactions upon the economy—even in som¢e cases, 
that is, Los Angeles and similar communities, been the chief force in the evolution 
of whole regions? Professor Kirkland, the source of this idea,-has in mind not 
only the volume of demand for such urban requisites as cement or structural steel 
or sewer pipes, but also the promotion of the demand for new items from theaters 
to elevators, and the innovation of new styles, new commercial and banking 
techniques, and the like. He wonders whether the notion of “the frontier” as the 
most important creative and innovating force in American economic development 
has not been overplayed. The committee hopes that this area will be analyzed 
by a group at the University of Pennsylvania, which is interested in urban 
problems. 

Somewhat allied with this matter of urban growth is the evolution of the 
building trades. Relatively little attention has been given to the rise of that 
complex organization of professions and business enterprises which makes possible 
the construction of an Empire State Building in the midst of a crowded city. 
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The role of legal and of labor relations in this area would need also to be 
investigated. 

Professor Hutchins believes that research in the development of power resources 
in this country has been quite inadequate relative to their economic significance. 
Likewise he holds that the public utilities such as gas and electricity deserve the 
sort of devoted inquiry that has been lavished upon railroads. Now these utilities 
are the largest private users of capital in modern America. Company evolution, the 
consolidation movement, development of rate structures, technological change, and 
the economic consequences upon cities, regions, and the whole country all await 
proper research and appraisal. 

The problem of the proper handling of regional economic development has 
been outlined by Dr. Lee Benson, and his proposals for research have been offered 
to the committee. He raises such questions as the following: What really have 
been the important regions of the United States at various times in the past, 
regions determined by economic criteria? Can data indeed be secured that would 
permit the establishment of such regions? And to what extent have the several 
such areas at various times in the past exploited their then known resources by 
the then known techniques? 

The committee feels that insufficient consideration has been given those portions 
of labor history that lie apart from the rise of labor organizations and from 
legislation in protection of child and woman labor. Chiefly it is interested in labor 
on the job. Without being able to supply the answers, it asks itself the questions: 
what in reality was the attitude of American public leaders—the “censor” group— 
toward labor in the factory, on the railroads, or on the farm during the nineteenth 
century? How in fact did the “job” change within a given industry over the 
decades? When did hiring and firing become centralized within large business 
units, and why? What major changes have come in personnel policies within 
specific American industries or—if it is possible so to generalize—within American 
industry as a whole? 

Sometimes the committee has ventured to cast its eyes upon yet broader prob- 
lems. One such affair is perhaps a reaction to the present-day concern with 
“economic growth.” It looks at England in recent decades, it notes the collapse 
of the Dutch colonial empire, and it sees the economic uncertainties in such 
countries as France and Italy; and the question has been raised whether one 
could isolate the determinants of economic decline. Are there phenomena in the 
experience of these countries—and perhaps even in that of Spain in earlier times— 
which would serve as forewarnings to this country of the prospective termination 
of its economic growth, or perhaps as a “challenge” to which it must respond 
appropriately in order to sustain further its advance? 

Again, Professor Innis was very much interested in time horizons, both those 
of private business institutions within a country and those of nations as a whole. 
What in fact has happened, for instance, in representative American industries 
with respect to the periods over which their producing units typically have laid 
operating plans? Have their time horizons so extended that greater stability (over 
time) is made possible for those concerned—consumers, stockholders, and em- 
ployees alike? Have nations, on the other hand, cut back their time perspectives, 
that is, England from the long-term empire building to the exigencies of meeting 
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next year’s dollar deficiency? Is the democratic form of government productive 
of short time horizons rather than long ones? And, if indeed there is apparent 
reality in the types of change here suggested, how can one set up studies that 
will confirm and measure these phenomena? } 

It is the hope of the committee that the presentation of these outlines may incite 
directors of research to set doctoral candidates upon portions thereof, engage the 
interest of individual scholars, or even excite men to seek the evolution of research 
centers under their direction devoted to particular areas. It is also a hope of the 
committee that the display of these projects may encourage other scholars to the 
elaboration of themes in which they have interest—themes that perhaps the 
committee may help to develop as the focuses of research centers under the 
guidance of such scholars. The discipline of economic history will grow only 
as innovators, moved by the spirit of adventure, appear to explore new regions 
in our “terra incognita.” 





V 


The committee has discussed frequently the most effective methods for abetting 
or eliciting distinguished research activities. It has debated, but never found 
grounds seriously to consider the establishment of a general research bureau. The 
overhead costs and the danger of its outliving its usefulness seemed to be sufficient 
arguments against the scheme. On the other hand, it has tried various other 
procedures: the placement of research tasks upon scholars engaged for the par- 
ticular purposes; the grant of financial aid—with or without a moderate amount 
of counseling or supervision—to scholars who wished to carry out particular pieces 
of inquiry and sometimes had already begun work upon them; and the commit- 
ment of at least one new area of investigation to a research center, with some 
aid to a second localized effort at inquiries within a selected field. On the whole, 
it is disposed to feel—on the basis of its experiences—that the primary require- 
ment for successful activity is an interested and competent person. If that indi- 
vidual prefers to work largely by himself, the most that the committee can do 
is to give him such research assistance as he desires to utilize, release from teaching 
duties, funds to cover travel or secretarial costs, and the like. If the individual 
desires and has the personality for group participation, and especially if the area 
under investigation is novel, spreads over several disciplines, or permits the 
work of one participant to contribute to the work of others, the committee believes 
that research centers will prove useful instrumentalities. 


VI 


While the committee has as yet discovered no feasible method of membership 
rotation, it does believe in the inclusion on its board of trustees of individuals 


1 The chairman of the committee will gladly supply tentative elaborations of most of the 
above areas of research. It should be understood, however, that these elaborations have never 
been approved by the committee as a whole. In several cases, they represent merely what the 
chairman understa.ds to be the drift of the ideas of colleagues—and they have never been 
corrected by the latter! Still these documents may be suggestive of possibilities in these several 
fields of potential inquiry. 
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from as many educational institutions as possible. The present personnel drawn 
from eight colleges and universities is Anne Bezanson and Thomas C. Cochran 
of Pennsylvania, Arthur H. Cole of Harvard, Carter Goodrich of Columbia, Earl 
J. Hamilton of Chicago, Herbert Heaton of Minnesota, John G. B. Hutchins of 
Cornell, Leland H. Jenks of Wellesley, and Edward C. Kirkland of Bowdoin. In 
addition, the group has at various times included the late Edwin F. Gay of the 
Huntington Library, the late Harold A. Innis of Toronto, Simon Kuznets of 
Pennsylvania, the late Robert B. Warren of the Institute for Advanced Study at 
Princeton, Frederic C. Lane of Johns Hopkins (later of the Rockefeller Founda- 
tion), and Curtis P. Nettels of Wisconsin (later of Cornell). 

A program has been submitted to the committee whereby it is hoped that the 
membership of the Economic History Association may through the committee 
become integrated with research in the area of their common interest. A feature 
in the structure of the latter seems to facilitate this connection, namely, the 
availability of the status of “member” of the committee as well as “trustee.” 
Under the program just mentioned, scholars in the association could look forward 
to election to “membership” in the committee—the choice presumably being 
based upon research activity or the direction of scholarly inquiry. In turn, 
“members” could look forward to election to “trusteeships’—again presumably 
on the record of continued participation in research—and “trustees” could aspire 
to the chairmanship of the committee. The modest size of the association would 
appear to promote the development of increased research activity by this arrange- 
ment, while the academy of “members”—themselves established scholars—could 
preserve the standards of essential performance. 


ArtTHur H. Covet, Chairman, Committee on Research in Economic History 


COMMUNICATION AND HUMAN WELFARE 


In numerous essays concerning the history of communication by means of 
words and printed matter, the most distinguished Canadian historian and eco- 
nomist, the late Harold A. Innis, has given us what is perhaps the most compre- 
hensive account yet attempted of the influence of the multiplication of output 
upon the intellectual and moral condition of men both as individuals and as 
members of societies. One of the last of his contributions is a series of essays, re- 
cently published by the University of Toronto.1 They should be read together with 
other works of his.? Devoted as his scattered papers are to the consequences for 
mankind of the new cult of quantity, Innis’ work stands out for the extent of 
his historical survey, the abundance of his information, and for the effort he has 
made (without passing any final judgment) to apply his knowledge to the 
philosophical question—what is good for man? After reading his papers, it 
would be difficult to conclude that the growth of the printing industry and the 


1H. A. Innis, The Bias of Communication (Toronto: University of Toronto Press, 1951). 
2 For example, Political Economy in the Modern State (Toronto: The Ryerson Press, 1946); 
Empire and Communications (Oxford: Clarendon Press, 1950). 
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advent of cheap and abundant papers during the past century has improved 
relations among men and among nations, or that it has raised the level of 
intelligence or morality. 

After scanning the history of communication by words from the ancient Egypt 
of two or three millenniums before Christ to the modern United States in the 
mid-twentieth century, Innis holds, with much show of evidence, that the 
highest norm of intelligence, elegance, and moral responsibility in the exchange of 
ideas was probably achieved in old Greece. There the emphasis in communication 
was on the spoken and not on the written word. The history of Herodotus grew 
out of his frequent efforts to give a verbal account of the past to audiences at 
Athens and other Greek cities on the peninsula and overseas. If Socrates, who 
has frequently been called the wisest of men, ever wrote a line, no evidence of 
this has survived. 

The spoken word at its best, as this has been preserved for us (almost miracu- 
lously) in the case of the Greeks, is a very scarce article. The spoken word at its 
best is not to be confused with the daily communications which go on within the 
family or which take place in connection with work or travel. The spoken word 
at its best represents an effort of men to put ideas of universal concern to human 
beings everywhere and always into permanent, enduring messages. This the 
Greeks apparently achieved better than other races and they achieved most of it 
within a short space of time, hardly more than a century and a half, and in 
communities which seldom numbered more than 100,000 inhabitants. The 
exchanges, the communications, were seldom carried on by more than a handful 
of men and the very intimacy was one of the conditions which helped to make 
it possible for a few to speak for and to humanity. 

Innis gave considerable attention in his papers to some fundamental work on 
the social and intellectual history of architecture by the late Geoffrey Scott. 
Scott held that the first consequence of the invention of printing was greatly to 
increase the effective influence of ideas.* Toward the end of the fifteenth century, 
when printing presses and publishing houses began to multiply in Europe, the 
genius of classical antiquity, as expressed in its great writers, and the revelation 
of the Bible had been carefully preserved in a few scarce manuscripts, some of 
them composed and bound with an enduring perfection never obtained since. 
Partly because of their scarcity and perfection, these messages. from the past had 
obtained an immense prestige. But what made the prestige so remarkable was 
not these material externals. It was the continuous living experience with these 
messages by the educated and saintly men of Europe, who were constantly renew- 
ing these old traditions, which is to say giving them fresh meaning. “There is 
one thing that is greater than originality,” Paul Valéry once wrote, “and that is 
universality.” For some generations after the invention of printing in the mid- 
fifteenth century, down until the late eighteenth century, the dissemination of 
ideas and information through a greatly increased number of books added 
enormously to the accessibility of written works without seriously diminishing 
their prestige. 

Then technical inventions, especially since about 1800, produced a flood of 
cheap paper and made it possible to print fat newspapers daily by the million. 





3 The Architecture of Humanism (2d ed.; New York: Charles Scribner’s Sons, 1924), pp. 
194 ff. 
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Number was given a unique value in men’s minds. Writing to George Sand in 
1871, Flaubert observed, “L’argent, l’esprit et la race méme doivent étre comptés, 
bref toutes les forces. Or, jusqu’a présent je n’en vois qu'une: le nombre.” This 
preoccupation with quantity is perhaps the chief intellectual disease of modern 
industrialism. Innis’ work provides unequivocal evidence that the overwhelming 
multiplication in the means of communication—which was carried still farther 
with the coming of the radio and of television—has been harmful in two ways. 
First, as Geoffrey Scott pointed out and predicted, the increasing quantity has 
tended to destroy the prestige of serious information, of responsible carefully 
worked-out ideas, and of inspired utterances made not infrequently under cir- 
cumstances of quiet intimacy. Consequently the new power to address words and 
pictures to hundreds of millions on a planet much more populated than ever 
before has led communicators to try to reach a lower denominator of intelligence 
and taste than in the past, to the impoverishment of both thought and art, and to 
the fortification of the dislike and hatred which exists among classes and among 
nations.* The stimulating effect of an audience on the mind does not apparently 
increase with the increase in numbers; a very few persons will often serve to 
bring out the best in a speaker quite as well as hundreds. Furthermore, there is 
something particularly moving and inspiring for the speaker in the direct contact 
with a living audience, which is lost when the message has to be transmitted 
through media that are mechanical. Plenty of people hear and see the speaker, 
with the coming of the radio and television, but he has often ceased to see and 
feel any immediate human contacts. 

In the light of Innis’ studies, it can no longer be seriously contended, I think, 
that even the multiplication of industrial output leads necessarily to human 
improvement, to human progress, as is so widely taken for granted today. We 
have the obligation, in each case, of determining whether an increase in quantity 
brings improvement or not. 


Joun U. Ner, The University of Chicago 


IS MONOPOLY INCREASING? 


Historical interest in the extent of monopoly in the United States arises for 
several reasons. We inquire, for example, how well monopoly has been fed by 
industrial development or starved by legislation; or, looking in the other direction 
along the line of causation, ask what role monopoly has played in stimulating or 
retarding industrial development. In either case, and for other purposes too, we 
need some notion of the level and trend in degree of monopoly. 

We could try to arrive at the magnitude of monopoly by considering the basic 
factors that make for more or less monopoly. Growing advantages of large-scale 
production, we might say, stimulate increase in size of enterprise and in that way 
lead to more monopoly; and other contributing factors could be listed on the 
positive side. On the other hand, reduced transport costs and resulting broadened 
scale of markets work in the other direction; and we could add to the negative 


4See especially Innis, Empire and Communications, pp. 199-201, 203-6, 208-9, 214-15. 
Also his Political Economy in the Modern State, pp. 10-11, 17, 21, 29-31, 51-55. 








90 Solomon Fabricant 





list also. When we were through, however, the picture would be unclear. For 
we would not be able to weigh the factors and calculate the net balance. 

To draw a reasonably clear picture of the extent of monopoly we need to 
approach the matter more directly. We need, in fact, to assess the degree of 
monopoly in each and every industry of the economy; classify the industries 
into two groups, one monopolistic and the other competitive (or we could use 
three or more groups); weight each industry by some measure of its importance; 
and sum the weights of the industries in each group. Only then could we say that 
the monopolistic group was bigger or smaller than the competitive group. And 
if we did this for two or more years we could say something about change in 
their proportions. 

This is obviously “impossible” in the present state of our knowledge. Yet it 
needs to be done, even if crudely, if we are to see the monopoly problem in any 
sort of perspective, stimulate wider interest in its study, and provide the broad 
background so helpful to those who patiently accumulate the facts concerning 
individual companies and industries. What is involved is a process of successive 
approximation. Only a first approximation can pave the way for more successful 
efforts at the “impossible” job. 

In a book by G. Warren Nutter! and in one by George Stigler? which ap- 
peared a little earlier, we find this necessary first attempt at a sketch of the whole 
picture. Let us make no bones about it: the difficulties are enormous. We would 
be doing less than justice by these bold attempts, and extracting less than their 
full value, if we did not take note of the uncertainties in the results. 

Consider, for example, Nutter’s estimate that 40 per cent of all manufacturing 
industries, measured by income produced, were monopolistic in 1939. The figure 


is arrived at as follows: 
Percentage of 
Income Originating 


in Total Manu- Cumulated 

facturing, 1939 Percentage 
Industries with concentration ratios of % or more in 1935 15.5 15.5 
Industries with concentration ratios of 4% to % in 1935 5.3 20.8 


Industries with concentration ratios of less than % in 

1935, which are classified by Wilcox as monopolistic on 

Un Se RIM Re a eS ee oer Se ee nee 13.8 ; 34.6 
Products, each valued at $10 million or more, with 

concentration ratios of % or more in 1937, which 

were not covered in preceding industries .....................0. 6.4 41.0 
Industries with concentration ratios of % or more in 

1935, which were classified by Wilcox as competitive 

(iD MALOMST PENDABINAS 560 ooo th copes evince Cees eae —1.4 39.6 


Note: The concentration ratio is the fraction of an industry’s output (measured by value of 
product) that is produced by the largest four firms. Clair Wilcox’s study is Competition and 
Monopoly in American Industry (Washington: Temporary National Economic Committee, Mono- 
graph No. 21, 1940). 


1 The Extent of Enterprise Monopoly in the United States, 1899-1939; A Quantitative Study 
of Some Aspects of Monopoly (Chicago: The University of Chicago Press, 1951), pp. xvi, 169. 
$4.00. 

2 Five Lectures on Economic Problems (London: Longmans, Green & Co., 1949), Lecture 5. 
7s. 6d. 
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Questions could be raised about the validity of the national income weights: 
Are they conceptually superior to gross income, employment, and so on, and are 
accurate statistics on income available for minor industrial groups? But I pass 
them by, recording only that Stigler tried not only income but also employment 
weights—with rather different results. 

More important is the position of the arbitrary line that is drawn between 
monopolistic and competitive. Degree of monopoly is a continuous variable. The 
percentage of output accounted for by the top four firms may range from 100 to 
4/n’s of 100, where n is the total number of firms in the industry. The tabulation 
shows that the difference between a line drawn at % and one drawn at % is not 
negligible; it is approximately proportionate to the difference between 15 and 20. 
But there are other arbitrary decisions: a 4 or % concentration ratio calculated 
for the top three firms would yield a shorter list of concentrated industries than 
the one Nutter used; if calculated for the top five, it would be longer. 

There is a basic question, next, about the use of concentration ratios to determine 
the existence of monopoly, as well as about the “other grounds” used by Wilcox 
and followed by Nutter. In effect, monopolized industries are identified largely 
by their structure: it is assumed, on the basis of theoretical considerations, that in 
the absence of other factors the degree of concentration is proportionate to, or is 
an index of, degree of monopoly. But other factors do play a part and cast some 
doubt on this assumption: Wilcox classifies some industries as competitive, though 
they are highly concentrated, and still more industries as monopolistic though 
they are not highly concentrated. And Nutter takes account of governmental 
cartels, as in dairy production. Wilcox’s judgment is based on studies of price and 
output behavior, level of profits, and rate of business mortality. But these studies 
are fragmentary, for “determination of the status of an individual trade... 
requires nothing less than a detailed analysis, product by product, market by 
market, and year by year, of output and prices, of quality, service and terms of sale, 
of costs and profits, of private agreements and public regulations and of the 
effectiveness with which they are enforced” (Wilcox, pp. 19-20). It is clear, 
therefore, that Nutter is forced to lean heavily on concentration as the revealing 
characteristic, simply because census tabulations make it available for all industries. 

Even when “other grounds” are absent, the use of concentration ratios involves 
difficult judgments: how shall we set the bounds of the market or industry for 
which concentration is to be measured? As Nutter recognizes, the more broadly 
an industry or market is defined, the less will concentration be, as a rule. For 
example, most industries are considered to be national in scope: concentration 
within local markets is taken into account only when known to be significant— 
which probably understates monopoly; and international competition is largely 
ignored—which overstates monopoly. It should be noied that for 1899, the only 
distant date for which Nutter estimates the degree of monopoly, the data available 
relate almost exclusively to concentration. This makes it necessary to calculate two 
estimates for the pre-Second World War period, one on the same (narrow) basis 
as 1899, another on the (broader) basis indicated. 

Another way to grasp the nature of the final estimates is to compare Nutter’s 
with Stigler’s. Their over-all estimates of degree of monopoly do not seem far 
apart. But comparison of individual groups shows up surprising differences: 
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Relative Extent of Monopoly, 1939 

(Income originating in monopolized 

industries as a percentage of income 
originating in the entire group) 


Group Nutter Stigler 
Contract construction ...........0..00.000.. 100 ) 
GSOMMMAURICAGION <.....02....6.0:000.-c0s0000s. 100 100 
JO 1111 cc 100 100 
DMARUEACHETES  ....2:...00.050625..0secsesccee 40 40 
LT UIREESS GO os are ne eRe SCRE Nee 26 57 
REAPER eee te sieht 22 21 
(ACTOS 1" RR near eee II 6 
| Sa eee See eee eee em 9 9 
SORIANO ce res cate vs een area ee st 5 12 
ACANEPOMEATION  2..5.<5000.csedsececcessbesvacs 3 96 


Construction is treated by Nutter as monopolized because of “evidence of output 
concentration in many local markets” (p. 19); while Stigler treats it as competitive, 
with a note that “this is a classification of firms, not labor markets” (p. 58, n. @). 
To Nutter the railroads were competitive in 1939, “with the exception of facilities 
to some comparatively isolated communities” (p. 20); Stigler places them all in 
the monopoly group. Stigler treats soft-coal mining as monopolistic (because it 
operated under a compulsory cartel set up by Federal legislation), while Nutter 
does not. On the other hand, both Nutter and Stigler recognize dairy farming 
as a compulsory cartel and therefore monopolistic in nature; but Nutter over- 
weights it greatly by using gross value added in milk production as a measure of 
income originating, while Stigler is more careful. Stigler read Incomes from Inde- 
pendent Professional Practice, by Friedman and Kuznets, which led him to 
classify medicine as monopolistic; Nutter apparently did not—or got contrary 
advice from Friedman, under whom he studied. 

Even when Nutter and Stigler seem to agree on the relative extent of monopoly 
in a group of industries, there may be differences between them. For example, 
the percentages cited for manufacturing are the same. However, substantial 
differences appear when subgroups are examined. To illustrate, Stigler puts 
newspapers into the monopoly group because locally concentrated; Nutter does 
not. As a result, Stigler’s monopoly percentage for printing and publishing is 39; 
Nutter’s is zero. There is a further difference between them. Nutter counted as 
monopolistic all private industries which he could identify as such; all other 
industries were labeled by him as competitive. Stigler tried to identify both 
monopolistic and competitive industries. As a result, he ended up with a fair-sized 
“not allocable” group of industries, which might and probably does include some 
monopolized industries. In the above tabulation, therefore, the estimates ascribed 
to Stigler are minimal. 

The difficulties, we must agree, are indeed great, and the differences between 
Nutter and Stigler considerable in the way in which they met them. Yet both 
support the same conclusion: There is no basis for believing that the economy of 
the United States was largely monopolistic before the Second World War or at the 
opening of the century; there is no basis for believing that competition has 
declined seriously. 

This conclusion is so different from the notions confidently held by many that 
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it is worth setting forth the figures that underly it. I cite Nutter’s. He estimates, 
on the basis of concentration data, that in 1899 about 17 per cent of the nation’s 
income was produced in “effectively monopolistic” industries, while in 1937 the 
percentage was 13. Using a somewhat wider cencept of monopoly and somewhat 
different set of data available only for recent years, Nutter’s percentage for 1937 
is 23. None of these percentages is very large. Nor do they show clear evidence 
of an upward trend of monopoly. 

For manufacturing there is information for three dates: Nutter’s estimates based 
on concentration ratios are 32 per cent monopolistic in 1899 and 28 per cent in 
1937; and a similar measure by M. A. Adelman for 1947 (“The Measurement of 
Industrial Concentration,” The Review of Economics and Statistics, November 
1951, Table 14) is 24 per cent. The trend is downward. 

As is suggested by the effect of differences in data and concepts and in judg- 
ments about doubtful cases, there are some very real doubts about the adequacy 
of the measures. It is for this reason that Nutter, commendably cautious, puts his 
conclusion negatively; so does Stigler for the same reason. But is even a negative 
conclusion acceptable? Both authors are predisposed in favor of competition and 
antimonopoly policy. This does not necessarily indicate bias in their estimates; 
yet it could conceivably tend (subconciously, of course) to underestimation by 
them of the degree of monopoly because of its bearing on the possibility of 
maintaining competition. It might have influenced their decisions about the 
general line to be drawn between monopoly and competition as well as their 
judgments in doubtful cases. Their judgments did differ, as has been indicated. 
If we assume some tendency on their part to underestimate degree of monopoly 
we might take the identification of an industry as monopolistic by ether Nutter 
or Stigler to be conclusive. A list of monopolistic industries so drawn up would 
be longer than either man’s. Nutter’s estimate of degree of monopoly for 1939 is 
23 per cent (the same as for 1937); Stigler’s is 27 per cent (not including any 
monopolistic industries lost in the “not allocable” group); the estimate drawing 
on both is 33 per cent. Yet, whatever the outcome, the essential validity of their 
conclusion must stand. All the doubts that can be raised do not destroy, rather 
they support, the conclusion that there is no basis for believing that the 
economy of the United States is largely monopolistic and has been growing 
more monopolistic. 

The start made by Nutter and Stigler is only the first in a series of approxima- 
tions, as I said at the outset. Yet even when completed, the results could provide 
only a clue to the really significant measures of level and trend of monopoly. 
Nutter and Stigler recognize that monopoly is significant, and its importance is 
truly measured only by its effects. When we are concerned with the efficiency of 
the economy, what we want to ask is: By how much would real national income 
per capita be raised if monopoly were somehow eliminated—after deducting the 
costs of eliminating it? It is this question at which Nutter and Stigler are really 
aiming. But it is not the only question. If we are concerned with the rate of 
economic progress, what we want to ask is: By how much would the rate of 
increase of real income per capita be stepped up if monopoly were eliminated? 
And there are similar questions bearing on income distribution, income fluctuation, 
and the other aspects of economic and political life on which monopoly has put 
its mark. It is the answers to these questions that would provide us with the 
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measures of “degree of monopoly” in which we are interested. And if we had 
them, we might find ourselves confronted with another difficult task: how to 
weigh them against one another and perhaps combine them into some “over-all” 
measures, so that public policy might be based on all the relevant facts and 
factors, compressed into the capsule form that legislatures and citizens can 
swallow. 

But all this is simply by way of illustrating how far the road stretches before 
us. An essential step along it requires that historians concerned with the monopoly 
problem acquaint themselves with the efforts of economists to define the problem 
and survey its dimensions. For it is the historians whose task it is to seek in the 
economic history of individual firms and industries the grist needed for the mill 
of economic theory. Armed with the tools and ideas provided by theorists, 
historians can apply themselves more effectively to their own work. 

I do not mean to circumscribe too narrowly the task of historians. Theirs is 
not only the enumeration of facts, to do the studies to which Wilcox refers. Even 
when studying single firms and industries they can and need to concern them- 
selves with relationships as well. Theorists have helped by hinting at some of 
these, too. Is it true, as Moses Abramovitz (Quarterly Journal of Economics, 
1937-1938) has asked, that the degree of monopoly of an industry changes 
systematically with its stage of development, and that the degree of monopoly 
fluctuates with the round of prosperity and depression? Is monopoly in selling 
associated with monopoly in buying? Does enterprise monopoly stimulate labor 
monopoly? And some historians will wish to tackle broader problems: for 
example, that of explaining the widely prevailing belief that monopoly is great 
and growing. 

The work of Nutter and Stigler, being statistical and otherwise rather technical, 
may tend to be overlooked by historians. That would be a pity. Historians need to 
maintain an acquaintance with the bold efforts of economists to comprehend 
major economic changes. They must read works like those of Nutter and Stigler, 
just as the Nutters and Stiglers, and the Wilcoxes also, should read theirs. 

At a conference held in June 1952, under the auspices of the Universities— 
National Bureau Committee for Economic Research, attention was devoted to 
the nature and interpretation of the concentration data and related information 
that has been accumulated. Much was learned about them. But this advance in 
knowledge belongs to the second chapter of the story. After historians have 
digested Nutter and Stigler, they will be eager to read the new chapter, also, 
when it appears. 

SoLomon Fasricant, New York University 
and National Bureau of Economic Research 


RICARDO IN RETROSPECT 


The year 1815 is a landmark in economic as well as in military history. 
Napoleon’s defeat at Waterloo ended a quarter century of civil and international 
warfare; it also marked the beginning of a century of unprecedented economic 
achievement for Great Britain. In the century before Waterloo Britain had been 
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great, but the century from 1815 to 1914 was in a true sense a “British century.” 
British hegemony rested upon industrial supremacy. England was the “workshop 
of the world.” France ceased to be a threat to British leadership after Napoleon’s 
defeat. In 1815 Germany was a semifeudal state without political unity and still 
half a century away from its industrial revolution. The United States of America 
remained an economic colony of Great Britain long after it won political inde- 
pendence. 

Thus Great Britain faced the future in 1815 without a serious outside challenger 
to its industrial leadership. The greatest threat to British ability to maintain the 
lead in economic development lay within the country. Latent cleavages between 
classes and groups had been held in check by the unifying force of a foreign 
war, but now these cleavages emerged into the open and became the focal point 
of political debate. Despite the Industrial Revolution of the eighteenth century, 
the majority of Englishmen still pursued rural occupations, and the landowning 
class still dominated political life. For three decades after Waterloo the repre- 
sentatives of industrial capitalism struggled against the political domination 
of the agricultural and commercial interests. 

In 1815 the focus of the struggle between industry and agriculture was upon 
the corn laws. As Wesley Mitchell has pointed out, the reasons for the popularity 
of Ricardo’s doctrines lay in their practical usefulness to the industrial capitalist 
class, especially in the historic corn-law issue. Ricardo expounded what appeared 
to him to be the great truth of his time, namely, the necessity of removing special 
privileges of the landlords in order that resources might be transferred freely into 
industrial employments where the comparative advantages of the British economy 
were greatest. Ricardo was right in the sense that his program was consistent 
with British success in maintaining world leadership during the nineteenth 
century. He is justly regarded as a great man in both economic analysis and eco- 
nomic development. He was the master architect of the British economy of the 
nineteenth century. Not only did he draw the plans that were to be followed, but 
he also fashioned the tools which were used in drawing these plans. Ricardo’s 
architectonics were expressed in terms of laissez faire and free trade, especially 
repeal of the corn laws. His tools were the theory of value and distribution. 
Among economists Ricardo ranks as one of the great model builders. Among 
economic historians he may be recognized as the prophet of the pattern of 
economic development of Great Britain in the nineteenth century. Ricardo’s 
greatness arises because, in a critical decade in which the issues of the future 
were clearly drawn, he worked out a general theory to support a program 
that corresponded to the manner in which the issues were decided in subsequent 
decades. 

That all should be known that can be known about such an extraordinary man 
seems self-evident. The greatness of Ricardo has been matched by the greatness 
of a new edition of his works and correspondence under the editorship of Piero 
Sraffa.1 This is to be a ten-, or perhaps eleven-, volume edition. The first five 


1 The Works and Correspondence of David Ricardo, edited by Piero Sraffa with the collabora- 
tion of M. H. Dobb (Cambridge, England: Cambridge University Press, 1951—). Vol. I, On the 
Principles of Political Economy and Taxation, 1951, pp. |xii, 447; Vol. II, Notes on Malthus’s 
Principles of Political Economy, 1951, pp. xviii, 463; Vol. III, Pamphlets and Papers, 1809-1811, 
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volumes constitute the “Works,” and the remaining ones will contain primarily 
Ricardo’s “Correspondence” and certain miscellany, including a General Index 
of the entire edition. The Royal Economic Society authorized a definitive edition 
of Ricardo in 1925, and Mr. Srafla undertook the editorship in 1930. The period 
of production has been long, but the effort has been highly fruitful. 

The works of no other economist have ever been so meticulously edited. 
Nothing that is extant of Ricardo’s work is omitted. Where there is more than 
one edition of a work, the final edition is printed in full with indications of all 
changes from earlier editions. Where changes in a later edition are numerous, 
as in the latter part of the chapter “On Value” in the Principles of Political 
Economy, both editions are given in full. In the case of some newly discovered 
manuscripts of which there is more than one draft, the full text of each draft 
is given. In footnotes the editor indicates where words were inserted or deleted 
in a particular draft of the manuscript. In addition, there is a general preface 
to the entire edition, a general introduction to each volume or group of volumes, 
and special introductions to each subsection within each volume. Altogether this 
edition probably contains much more than most readers will care to know about 
Ricardo, but brilliant editorship has produced volumes that economists and 
historians with varying degrees of interest in Ricardo will find useful. 

Chief interest centers in the new material that has been discovered and pub- 
lished for the first time. When the entire edition is complete, this will include: 
(1) the correspondence on both sides between Ricardo and James Mill; (2) the 
letters of Malthus to Ricardo, hitherto unpublished, although the letters of 
Ricardo to Malthus have long been known; (3) some miscellaneous corre- 
spondence, such that more than one half of the 555 letters are published for the 
first time; (4) the full draft and part of a revised draft on “Absolute Value and 
Exchangeable Value”; (5) some new material on bullion and currency questions; 
(6) fragments of manuscripts on Torrens concerning value; (7) certain other 
notes from Ricardo’s manuscripts. So far as is known there remains little additional 
material to be discovered. 

The largest single source of new material was found by Ricardo’s great- 
grandson in 1930 in a large box labeled “Papers of the late D. Ricardo, Esq. M.P.” 
These “Ricardo Papers,” as the editor refers to them, had lain untouched for 
nearly a hundred years in the former residence of Ricardo’s eldest son, Osman. 
After this rich discovery the most important missing material was Ricardo’s 
letters to James Mill. There was some reason to fear these had been destroyed. 
Three volumes of correspondence had been set up in page proof when, quite 
dramatically and unexpectedly, the Mill-Ricardo papers were discovered in 
1943. These were found by Mr. C. K. Mill near Dublin in the house of his 
father-in-law, F. E. Cairnes, the son of John Elliot Cairnes, the economist, who was 
an intimate friend of John Stuart Mill. Since the correspondence is arranged 
chronologically, it was necessary to break up the type of the three volumes of 


1951, pp. viii, 437; Vol. IV, Pamphlets and Papers, 1815-1823, 1951, pp. vi, 422; Vol. V, 
Speeches and Evidence, 1952, pp. Xxxiv, 534. Only the first five volumes were available when 
this review article was written. According to the announced plan, Vols. VI-IX contain letters, 
and “In addition, a volume of Biographical Miscellany, including Journal of a Tour on the 
Continent, and a General Index of the whole work are in preparation.” Each volume is priced 
at 24 shillings in England and $4.75 in the United States. 
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letters in order to insert the Mill correspondence in sequence. It was also necessary 
to expand the letters from three to four volumes. 

The Mill-Ricardo papers clarify the role played by James Mill in the promotion 
of Ricardo’s Principles of Political Economy. Ricardo had no confidence in his 
ability to write a book—a lack of faith shared by many readers of the Principles 
—and only the persuasions of Mill induced him to commit his immortal act. 
However, Mill, the schoolmaster, failed to do all that he had hoped in the way of 
contributing to a “readable Ricardo,” unless it might be said that he achieved 
indirectly through his son, John Stuart Mill, what he failed to do directly for 
Ricardo’s Principles. The editor’s introduction points out that James Mill did 
not really understand the difficult problems with which Ricardo wrestled and 
was, therefore, not in a favorable position to aid Ricardo in clarifying the 
exposition of his ideas. 

The Mill-Ricardo papers also illuminate the development of Ricardo’s thought 
from the publication of his famous pamphlet on rent (Essay on Profits) in 1815 
to his Principles of Political Economy in 1817. The pamphlet on rent was designed 
to influence public opinion and parliamentary action during the heated contro- 
versy over the corn laws in 1815. It contains a theory of rent and of profits, but 
lacks a theory of value and price. A more systematic attempt to explain the 
corn-law issue led to the complete theory of value and distribution in the 
Principles. If Ricardo’s experience may be taken as representative, the indelible 
lesson is that no matter how political science or economics may be defined, 
one cannot afford to ignore the practical programs and ethical values which 
condition a statement of its “principles.” The roots of Ricardo’s theory ran deep 
into the controversial issues of his day, despite the fact that he may have deceived 
himself and many others into believing that he was erecting the correct and 
universal principles of political economy. In our own time the academization 
of economics and the increasing degree of specialization within the discipline give 
rise to the danger that the vital link between theory and real problems will be 
lost sight of by its practitioners. There is a present danger that the effort to 
achieve “scientific objectivity” will lead to an avoidance of real issues because 
they are inevitably of a controversial nature. Ricardo’s work is important precisely 
because it represents a point of view and not because it transcends all points of 
view. 

According to the editor’s introduction, the Mill-Ricardo letters dispose of the 
widely held view advanced by the late Messrs. Hollander and Cannan that 
Ricardo retreated under criticism from the labor theory of value in the successive 
editions of the Principles. “But an examination of the changes in the text in the 
light of the new evidence lends no support to this [Hollander-Cannan] view: 
the theory of edition 3 appears to be the same, in essence and in emphasis, as 
that of edition 1” (I, xxxviii). Ricardo’s well-known letter to McCulloch, often 
cited in support of the Hollander-Cannan position, to the effect that if Ricardo 
were to write his chapter on value again he would say that value depends on 
two causes (labor and profits) rather than one (labor) is characterized in the 
editor’s introduction as a “passing mood.” Six months after making this state- 
ment Ricardo did rewrite the chapter on value, for the third edition, but he did 
not make the change referred to in his letter to McCulloch. 
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The new Ricardo manuscript on “Absolute Value and Exchangeable Value,” 
which is probably the most important new material in the first five volumes, 
also supports the view that Ricardo did not change his basic position on value 
toward the end of his life. There is one complete rough draft and an incomplete 
second draft, both of which were written a few weeks before Ricardo’s death 
in September 1823. In the Principles, Ricardo insisted that he was exclusively 
concerned with relative or exchangeable value, yet there are occasional references 
to absolute value, and the chapter “On Value” contains a section entitled “On 
an Invariable Measure of Value.” Ricardo felt it would be a great advantage to 
have an invariable measure of value, comparable to a foot or yard in measuring 
length, against which all other values could be compared in order to ascertain 
which of two commodities had altered in (absolute) value when their ratio of 
exchange (exchangeable value) altered. He acknowledged that a perfect, that is, 
invariable, measure of absolute value was in practice impossible, but he was 
interested in ascertaining what the criteria of an ideal measure of absolute value 
would be. The significance of the material in the new manuscript lies in the 
emphasis on absolute value as a concept underlying exchangeable or relative 
value. The practical conclusions are not basically different from those of the 
Principles. The following passage from the manuscript seems to indicate that 
Ricardo continued to view labor as the measure of value and also as the source 
of value: “Every thing is originally purchased by labour—nothing that has value 
can be produced without it... That the greater or less quantity of labour 
worked up in commodities can be the only cause of their alteration in value 
is completely made out as soon as we are agreed that all commodities are the 
produce of labour and would have no value but for the labour expended upon 
them” (IV, 397). 

Another interesting point in Ricardo’s treatment of value is contained in a 
fragmentary manuscript on Torrens. Ricardo wrote and then deleted a paragraph 
which anticipates Marx’s distinction between variable and constant capital. 
Ricardo, of course, classified capital as circulating or fixed, depending mainly on 
the degree of durability. Marx, on the other hand, classified only payments to 
labor as variable capital, and all other capital, including raw materials which 
Ricardo included under circulating capital, is classified as constant capital. In 
the manuscript on Torrens, the passage which Ricardo deleted contains the 
following: “It appears then that every thing is fixed capital which is employed 
on production except that which resolves itself into wages. . . . that part of my 
capital only can be considered as circulating which is exclusively devoted to the 
payment of wages” (IV, 312). The discovery and publication of this new manu- 
script on Torrens indicates for the first time that Ricardo, in attempting to resolve 
some of the difficulties of his value theory, took a first step in the direction later 
taken by Marx, and then retreated. 

Volume II of the Sraffa edition is Ricardo’s Notes on Malthus’s Principles of 
Political Economy. These notes were rediscovered in 1919 and first published 
under the editorship of Jacob H. Hollander and T. E. Gregory in 1928. The main 
advantage of the present edition over the Hollander-Gregory edition is that the 
full text of Malthus’ thought which is being criticized by Ricardo appears page 
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by page along with Ricardo’s notes. The form of Sraffa’s edition follows Ricardo’s 
unrealized plan for publication of his notes on Malthus. 

Ricardo’s Notes on Malthus have attained new significance since they were 
originally published by Hollander and Gregory in 1928. The great depression 
that began in 1929 saw a fascinating re-enactment of the controversy between 
Malthus and Ricardo concerning accumulation, which Ricardo says in his second 
note is the most important subject discussed by Malthus in the Principles. Thanks 
to a remarkable piece of editing and publishing, there is now available in one place 
a complete rendition, including helpful observations by the editor, of the most 
famous controversy in economic thought on the subject of effective demand, 
unemployment, savings, and capital accumulation. 

The discussion between Malthus and Ricardo on effective demand is another 
phase of their disagreement concerning the functioning of industrial capitalism. 
Here the subject is the employment of resources as contrasted with the allocation 
of resources involved in the corn-law issue. Malthus argued, in effect, that in- 
dustrial capitalism is inherently unstable and tends toward chronic unemploy- 
ment because it promotes an excessive rate of saving. This was the first important 
criticism of Say’s law of markets, which Ricardo accepted and defended. Malthus 
as usual took a position which has the effect of an apology for the landlord class. 
He argued that a wealthy class of unproductive consumers such as landlords was 
desirable because the spending of its members helped to maintain the volume 
of effective demand. Ricardo noted satirically that unproductive consumers 
were about “as necessary and as useful with a view to future production, as a 
fire...” (II, 421). The nineteenth century accepted Ricardo’s view. The merit 
in Malthus’ position that the volume of spending is not automatically maintained 
at levels consistent with full employment has been widely recognized since the 
great depression of the 1930's. 

Volumes III and IV contain Ricardo’s shorter writings, including pamphlets 
he prepared for publication and a large number of miscellaneous notes and 
papers from his manuscripts. All the pamphlets are on currency questions except 
the Essay on Profits (1815) and On Protection to Agriculture (1822). Most of the 
material in the second part of Volume IV is published for the first time. 

Ricardo came to political economy through participation in discussions of 
monetary questions. His theme during the period of the famous bullion contro- 
versy (1809-1811) recurs again and again: the high price of gold bullion in 
Britain was a result of an excessive issue of bank notes by the Bank of England, 
and the only way to restore the depreciated notes to parity with gold bullion 
was to reduce the quantity of bank notes outstanding. Ricardo’s first great 
triumph in economic controversy occurred when the Bullion Committee of 
the House of Commons accepted his position and wrote it into the official 
report. Ricardo’s broader position on monetary questions represents a criticism 
of the Bank of England for what he thought to be its unenlightened policies. 
Perhaps the most striking passage appears in one of his letters to the Morning 
Chronicle in which he defends the Bullion Report: “I trust the day is not far 
distant when we shall look back with astonishment at the delusion to which we 
have so long been subject, in allowing a company of merchants, notoriously 
ignorant of the most obvious principles of political economy, to regulate at their 
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will, the value of the property of a great portion of the community . . .” (III, 133). 

Ricardo’s interest in monetary reform continued to the end of his life. His 
Proposals for an Economical and Secure Currency (1816) is a slashing attack 
on the high profits of the Bank of England for services which Ricardo believed 
should be performed by the government itself. In his posthumously published 
Plan for the Establishment of a National Bank (1824), Ricardo proposed that the 
issuance of paper currency should be transferred from the Bank of England to 
a government commission. Notes of the Bank of England and of country banks 
were to be replaced by government notes. 

Volume V brings together for the first time all of Ricardo’s speeches, his testi- 
mony before parliamentary committees, and two papers on parliamentary reform. 
This is more than a contribution to editorship; it is a contribution to an in- 
terpretation of Ricardo, although this is not Mr. Sraffa’s purpose. Having in 
one edition a complete record of Ricardo’s politics alongside a complete record 
of his economics should contribute to ‘an understanding of the unity of purpose 
and the unity of thought that characterized his life. This unity is not likely to 
be appreciated by economists who understand too little history or by historians 
who understand too little economics. The historical significance of Ricardo 
as the architect of nineteenth-century British industrialism has been indicated 
in the opening paragraphs above. Ricardo was a practical man, that is, he was 
primarily interested in solving practical problems. With him ideas were plans 
of action. After taking a strong position against the corn laws in 1815, he carried 
the same substantive meaning into his general theory of value and distribution in 
1817. However, pamphlets and even treatises did not solve actual problems. 
In 1819 Ricardo entered Parliament, where he fought, in his own peculiar way, 
for the things about which he had written. 

The obstacles to success in the House of Commons of the things for which 
Ricardo stood were great. The preliminary task was nothing less than the 
reform of Parliament by Parliament, prodded by public opinion and threats 
of revolution by force. Ricardo was a staunch advocate of parliamentary reform 
before he entered the House and he actively supported reform during the five 
years he served as a member of Parliament. To Ricardo the political-economic 
problem was represented by a landlord-dominated oligarchy which was using its 
political power to bolster its waning economic position in a society that was 
striving to transform itself from an agricultural to an industrial basis. Alongside 
the famous statement in the pamphlet on rent that “the interest of the landlord 
is always opposed to the interest of every other class in the community” (IV, 21) 
may be placed the closing sentence of his paper on “Parliamentary Reform.” 
Here Ricardo says the opponents of parliamentary reform will “continue to 
maintain that the best interests of the people are attended to, when it is demon- 
strated that they not only are not, but cannot be, whenever they are opposed to the 
interests of those who are in full possession of power, namely, the King, and 
the Oligarchy, who are bribed to support his government” (V, 503). 

Passage of the Great Reform Bill in 1832, which Ricardo did not live to see, 
constituted the greatest political change in British history between the revolution 
of the seventeenth century and the rise of the Labour party in the twentieth 
century. By giving representation to the industrial areas and the industrial 
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interests, the Great Reform Bill was a necessary prelude to corn-law repeal in 
1846. More than any other single event the repeal of the corn laws signalized the 
triumph of Ricardo’s position. 

Mr. Sraffa has performed a work of supererogation in providing the definitive 
edition of Ricardo’s works and correspondence. It is not only the finest performance 
in editorship ever devoted to an economist, but it establishes a mark that is 
likely to remain unequaled in the calculable future. 

Duprey Ditiarp, University of Maryland 
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A Scholar in Action: Edwin F. Gay. By Herbert Heaton. Cambridge: Harvard 
University Press, 1952. Pp. vii, 260. $4.25. 


It was indeed a happy choice when the anonymous “Friends of Edwin F. Gay” 
selected Herbert Heaton to write a memoir on Gay. Mr. Heaton’s energetic 
research unearthed records which proved to be so “embarrassingly abundant” 
that a full-scale biography was called for, and this volume shows that nothing 
less could have done full justice to its subject. 

Though not described in detail, the available records included an intermittent 
diary, extensive files of Gay’s correspondence and memorandums, numerous 
letters to his family during the fifty-five years when he was frequently away 
from home, and the files of the many organizations with which he was connected. 
In addition there were interviews with those familiar with one or another phase 
of Gay’s wide-ranging activities. The industry with which the author has 
searched these records is evidenced by the frequent quotations drawn from 
them. For many, these will prove the most interesting part of the biography. 
They reveal Gay’s ideals, his plans, his hopes, and his disappointments; his 
modesty, his energy, and his unselfish devotion of his abilities to public causes; 
as well as his views on many questions of the day. The book is written in a 
straightforward, easily flowing style with frequent light touches,’ all helping 
to make its perusal a pleasure. 

The title 4 Scholar in Action is aptly chosen, for after his first six years of 
teaching Gay was drawn into one after another of a wide range of activities 
which left little time for scholarly research and still less for writing. Hence, it is 
to these activities that this biography is chiefly devoted. Having chosen the career 
of a scholar after his graduation from Michigan in 1890, he enjoyed the unusual 
opportunity of being able to spend twelve years in graduate study and research 
abroad, of which seven were devoted to private study and the rest to formal uni- 
versity work. Though his first interest was in medieval church history, he later 
turned to economic history, especially that of England, and wrote his doctoral 
thesis for Schmoller on the enclosure movement of the Tudor period. In 1902, 
at the age of thirty-five, having won his degree at Berlin, he began his teaching 
career at Harvard as a humble and almost unknown instructor. Yet recognition 
of his abilities was remarkably prompt. Within four years he was made a full 
professor and in 1908 he became dean of the new Graduate School of Business 
Administration. Acceptance of this task with the heavy responsibilities involved, 
on top of his teaching load, he later regretted. Evidently it was the turning point 
in his lifework, for it led on to the manifold and diverse other activities which 
subsequently caused him deprecatingly to speak of his “distracted and dislocated 
career” (p. 220). 

The next distraction came when war resulted in his call to Washington, chiefly 
for work as head of the Division of Planning and Statistics of the Shipping Board 
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but also including other tasks from which he did not secure relief until July rg19. 
From then until the close of 1923, as editor and manager of the New York 
Evening Post, he was engaged in the effort to revive the former high standing 
of that moribund paper; an effort which, lacking sufficiently prompt support 
from the reading public, proved vain. The return to teaching at Harvard, 1924- 
1936, failed to bring much time for research and writing, since Gay’s abilities 
had then become so widely known that he was constantly called upon for assistance 
in various projects, which he seldom refused though he did sidetrack overtures 
to head several universities. At one time, he was a member of twenty-eight organi- 
zations or active committees. To mention only a few to which he gave much time 
and in which he was especially influential: there were the National Bureau of Eco- 
nomic Research, the Council on Foreign Relations, the Social Science Research 
Council, the Committee on Research in Economic History, and the International 
Committee on Price History. The succinct statements describing the background of 
the problems he faced in these or his other activities and what he accomplished 
are excellent. But even the final move across the continent to the Huntington 
Library, 1936-1946, failed to provide the time he wanted for the long-planned 
book on the Industrial Revolution in England. Library duties, teaching at 
California Institute of Technology, trips east for consultation concerning the 
work of various organizations and, finally, the failing health of his wife prac- 
tically ended work on this subject after 1940. 

If Edwin Gay’s natural modesty could ever have allowed him to sanction such 
a book, this is the type of biography that he would have chosen. As is eminently 
fitting, it is a scholar’s biography of a scholar, though of one largely diverted from 
research and writing. There is a straightforward evaluation of Gay’s unusual 
combination of abilities but no descent to fulsome praise, against which he would 
have been the first to protest. Neither is there a tendency to ignore possible 
mistakes or errors in judgment: such as projects too ambitious for the available 
resources, or an inclination to postpone writing until every scrap of material had 
been examined, resulting in little ever being written. As one among the very first 
group of Gay’s graduate students and assistants who greatly admired his vigorous, 
stimulating personality and unusual scholarship, I always deeply regretted the 
diversions which so reduced his writing on economic history. The record of his 
achievements unfolded in this biography abundantly proves that such regret 
was wholly unjustified. If Gay wrote no magnum opus himself, he was in no 
small measure responsible by advising, planning, and promoting for a score or 
more of volumes by others that made important contributions to economic 
history. If his keen sense of obligation to society led him to undertake a multitude 
of diverse tasks, the results contributed to a better understanding and attack 
upon the immediately pressing problems of the country during the troubled 
years through which he lived. The sum total of all these achievements as 
gathered together in this biography constitute a record of which any scholar 
should feel proud. For making it available, sincere thanks are due the “Friends 
of Edwin F. Gay.” 


Cuester W. Wricut, The University of Chicago 
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Joseph B. Eastman: Servant of the People. By Claude M. Fuess.- New York: 
Columbia University Press, 1952. Pp. xv, 363. $5.00. 


By general agreement Joseph B. Eastman was the most distinguished member 
ever to serve on the Interstate Commerce Commission, perhaps on any Federal 
regulatory agency. Hard-working, fair-minded, equipped with good judgment, 
and always independent, he typified government regulation at its best. His span 
of service on the commission, from 1919 to 1944, during prosperity, depression, and 
war, saw the most rapid development of transportation and transport regulation 
in this nation’s history, and much of this regulatory machinery was shaped by 
Eastman. 

This biography of Eastman is therefore rewarding on three counts: it is the 
portrait of an energetic, likable, and distinguished man; it is the story of trans- 
portation during twenty-five crucial years; it provides an insight into the regulatory 
process. The fact that the author, Claude M. Fuess, was an undergraduate with 
Eastman at Amherst, and a lifelong friend, and that the biography is sponsored 
by the Joseph B. Eastman Foundation at Amherst would prepare the reader for 
a sympathetic treatment of the subject, and such is the case here. But there is 
much about Eastman to recommend sympathetic treatment. Further, the author 
is at pains to understand his subject and, while he explains the reasons for 
Eastman’s views on various issues, does not flatly assert the correctness of these 
views. Written in an easy style, this is historical biography at its best. 

Mr. Fuess tries to answer an intriguing question: Why is it that Eastman, 
an advocate of government ownership of railroads in the 1920's, did not use his 
authority to achieve public control in the 1930’s? He finds the reason to be that 
Eastman was a “practical” reformer and did not believe that public opinion was 
ready for governmental operation of the carriers either in the 1920’s or in the 
1930's. It can be pointed out, however, that Eastman, whose influence in trans- 
portation matters was without peer, did little to sway public opinion in the 
direction of government ownership during the critical 1930’s. Mr. Fuess also 
contrasts the “pragmatic” viewpoint of Eastman on transportation matters with 
the “opportunistic” policies of Franklin Roosevelt, though the distinction seems 
most shadowy. Eastman was apparently as ready to compromise his idealistic 
views on some issues as was F.D.R. Mr. Fuess makes a great deal of the “in- 
dependence” of Eastman in risking the enmity of the White House by attacking 
management abuses during the 1920’s and then again by opposing labor abuses 
during the 1930’s, and there is truth in this position. But an equally good case can 
be established that the early crusading zeal of Eastman had faded and that he 
came more and more to think along management lines. His “practicality” lay 
frequently in adjusting to time-honored industry practices rather than in reshaping 
them to meet changed conditions. For example, Eastman opposed consolidation 
of railroads in the 1920’s because he had a fear of “bigness” and monopoly.” In 
the 1930’s as a result of his experience as Coordinator, he favored large-scale 
consolidation, but he joined with railroad management in opposing a plan for 
systematic consolidation, leaving the matter instead up to the railroads for 
voluntary piecemeal action. During the Second World War, Eastman’s Office of 
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Defense Transportation again stressed voluntary action to achieve economical 
practices, used orders sparingly, and passed on to the War Production Board 
enormous requests for new equipment which could not possibly be met by 
existing industrial capacity. In fact, it was chiefly the shortage of equipment and 
materials that could be allotted to the carriers which required the O.D.T. to ask 
for more efficient practices in loading, unloading, and other operations. The de- 
fense of this is, of course, that what was accomplished served to get the country 
through the war. But if transportation had been more efficiently managed, many 
materials and much equipment would have been released for other uses. 

The story of Joseph Eastman and the Interstate Commerce Commission brings 
to light a major inadequacy of our control over transportation. The commission 
for many decades has assumed the role of a court acting in a quasi-judicial manner 
on cases which are brought before it. With a few minor exceptions it has no 
administrative powers, and thus cannot serve as an effective agency when planning, 
research, control, and concerted action are required. In emergency periods when 
effective and collective action of the carriers is sought, our government has 
created separate administrative agencies to deal with transportation, such as the 
Federal Coordinator in 1933 and the O.D.T. in 1941. While Eastman opposed 
Roosevelt’s suggestion to make the regulatory commissions subservient to the 
executive, in 1938 (with Commissioners Splawn and Mahaffie) he proposed 
a Federal Transportation Authority to assume greater administrative powers 
over the nation’s carriers. Thus he came to recognize that the commission 
method of regulation, while it may provide a satisfactory tribunal for adjusting 
differences between parties, has its weaknesses when it comes to achieving an 
efficient and economical transport (or other industrial) system. 

Probably no enterprise is more complicated than modern government. Certainly 
No enterprise requires more skill, devotion, and continuity of service for effective 
operation. This can only come about, as Felix Frankfurter once said, “if men of 
high talents and character and disinterestedness are attracted to government.” 
Joseph Bartlett Eastman was such a man. In Brandeis’ words, “Joe Eastman had 
more interest in the public service and less in his own career than any man I have 


ever known.” 
W. N. Leonarp, The Pennsylvania State College 


Henry Charles Carey: Nineteenth-Century Sociologist. By Arnold W. Green. 
Philadelphia: University of Pennsylvania Press, 1951. Pp. 218. $4.00. 


Henry C. Carey and American Sectional Conflict. By George Winston Smith. 
[ University of New Mexico Publications in History, Number 3.] Albuquerque: 
The University of New Mexico Press, 1951. Pp. 127. $1.50. 


As the possessor of a large ego and a successful printing establishment, Henry 
C. Carey had little incentive to limit the quantity or to increase the quality of 
his published writings. During a long life (1793-1879) Carey’s fertile brain 
wandered among most of the important social issues of the day and left a vast 
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output of publications, which have become the object of a number of studies. 
Carey has been accorded a place in intellectual history primarily as an economist, 
but Arnold W. Green’s thesis is that Carey was more sociologist than economist. 
His relative neglect as a sociologist is explained by the immaturity of sociology 
as a distinct discipline in Carey’s time and by the fact that secondary sources of 
information about Carey, with one or two exceptions, have been by economists. 

Whatever Carey’s true position in intellectual history may be, he had at least 
one thing in common with the great economists: he was interested in finding 
solutions to real problems. The best years of his life coincided with the growing 
sectional conflict between the North and South. In another recent book on Carey, 
George Winston Smith interprets Carey’s activities in terms of a preoccupation 
with American sectional conflict before the Civil War. As Mr. Smith points out, 
it is ironical that Carey’s belief in harmony of interests developed in an era of 
increasing disharmony. Although Carey’s optimism in this connection was 
proved by events to be unjustified, Mr. Smith finds nevertheless that Carey made 
a significant contribution to the theory of social planning for regional develop- 
ment. 

Neither of the two new volumes on Carey is remarkable for style, insight, or 
comprehensive coverage. Both are, however, serious studies of important aspects 
of Carey’s many-sided thought. The definitive work on Carey has yet to be 
written. 

Duprey Ditiarp, University of Maryland 


Marx: His Time and Ours. By Rudolf Schlesinger. New York: Augustus M. 
Kelley, 1950. Pp. viii, 440. $4.50. 


Rudolf Schlesinger has addressed himself to a problem that cries for clarification. 
It is the problem of reassessing Marxism in terms of the enormous changes that 
have occurred since its promulgation and first successes. Between those who hold 
that Marxism is evil as well as wrong, and those—mostly on the old Continent— 
who defend it as sacred as well as valid, it has become increasingly difficult, and 
also increasingly necessary, to secure at least relatively objective and unpartisan 
revaluations. 

The approach of Mr. Schlesinger is, at first glance, reassuring. It is broad 
enough to include the political and psychological as well as the economic and 
technological issues. The author brings to bear upon the problem recent findings 
and current discussions. He boldly tackles ultimate values no less than immediate 
applications, or failures, of the old doctrine. Above all, he is by no means com- 
mitted to every article of it, although he clearly writes as a Marxian. While the 
style is involved, cloudy, and tangential, the mood the author sets encourages the 
reader to expect a balanced treatment. 

Upon analysis, however, the mood evanesces. It turns out that Mr. Schlesinger 
neither adheres to an orthodox view nor dares to go forward to a really fresh 
one. Just how much does he think is left of Marx between “his time and ours”? 
One conclusion is, at any rate, clear and comprehensive. The whole liberal, 
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democratic, and anarchistic tendency of Marxism is rejected as incidental and 
utopian. The “higher stage of communism,” with its free distribution of goods, 
its lack of sharp divisions of labor, and particularly its vanishing bureaucracy 
and state, is condemned as a rather dated product of nineteenth-century fancies, 
of the political commitments of the founders, and of contemporary circumstances. 
Redefinitions are offered that seem to preserve the form of the original but divest 
it of its matter, and sometimes indeed of plain sense. In the traditional Hegel- 
Marxian fashion, freedom still remains in the realm of necessity, but we no longer 
find it associated, as in Marx, with such mundane matters as the length of the 
working day and with individual self-development. The socialist view, asserts 
Mr. Schlesinger, is that “the individual’s dependence on the collective is a given 
fact, indeed the elementary condition of human civilisation; but that collectives 
may be distinguished according to the opportunity which they provide for their 
individual members to understand the collective’s needs as actually identical 
with those of the bulk of its members (which is impossible in a class-divided 
society) and to participate in shaping that action which results from common 
understanding of the common needs” (p. 405). 

One would think, from the parenthetic remark, that such a merger of the 
individual and the collectivity, incomprehensible as it seems on the face of it, 
might somehow be assisted by abolition of classes. The difficulty is, however, that 
Mr. Schlesinger also throws out that basic plank in the old platform. He does 
it almost offhandedly: “. . . in a somewhat complex society relations of subordina- 
tion cannot be avoided” (p. 215). There is, however, no doubt of his position. 
“We cannot conceive a modern society without a distinct production hierarchy, 
and—least of all from the Marxist point of view—we cannot prevent that produc- 
tion hierarchy from being a hierarchy of social prestige and power” (p. 408). 

The paradox of this book therefore is that the author, while seeking to preserve 
the “Marxist point of view,” in fact abandons basic Marxian propositions. What, 
without them, is the Marxist point of view? The explanation of the paradox, 
perpetrated by such a sophisticated commentator, is that he assumes the recent 
development of Russia-—to speak plainly, he assumes the views of Joseph Stalin— 
to be the criterion for contemporary Marxism, and Marx the authority only for 
the Marxism of his own day. In Russia, the old utopianisms have suddenly come 
to life again, but this time it is real life. The “kollhozes, whatever the limitations 
to which their autonomy is subject by the needs of planning, are probably the 
nearest approach to economic democracy existing anywhere” (p. 407). Political 
democracy is held not suitable for countries such as Russia and China. Freedom 
reappears, but in a guise congruent with the rationale of communism. “In the 
present stage of transition, socialism derives its claim to represent a new stage 
of freedom from the mass interest in the transition as such ...” (p. 408) (my 
italics). 

On the question of the democratic control of planning, Mr. Schlesinger makes 
a concession that uproots his whole case. “Socialism,” he writes, “allows a prob- 
lem excluded by the basic concepts of capitalist society to be put on an institutional 
level, but as yet it has no answer to it” (p. 408). If that is the situation, it would 
seem to be the part of wisdom to preserve the practical, even if partial and only 
relatively effective, safeguards of political democracy against the willfulness of 
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the party planners. But such things as the multiparty system do not impress Mr. 
Schlesinger. 

The upshot is that we have here an attempt to validate the orthodoxy of com- 
munism by an adherence to the traditional phraseology and terminology of 
Marxism, and a cavalier treatment of its substance. 

Sotomon F. Broom, Brooklyn College 


The School of Salamanca: Readings in Spanish Monetary Theory, 1544-1605. By 
Marjorie Grice-Hutchinson. Oxford: Oxford University Press, 1952. Pp. xii, 134. 
$2.50. 


While the fame of Francisco de Vitoria has earned for the School of Salamanca 
_ a secure place in the history of jurisprudence, the contributions of Vitoria’s 
colleagues to the development of economic ideas has generally escaped attention. 
Marjorie Grice-Hutchinson marshals impressive evidence that their neglect is 
undeserved. Through translations of significant passages from their works, she 
has removed the linguistic barrier to familiarity with Saravia de la Calle, 
Azpilcueta, Mercado, and Gonzalez de Cellorigo. They ought soon to be recog- 
nized in English histories of political economy. 

The Schoolmen of Salamanca developed novel or advanced notions of price, 
foreign exchange, and the value of money. Writing in 1544, Saravia de la Calle 
found an “error” in measuring price by the “labour, costs, and risks incurred by 
the person who deals in the merchandise or produces it . . . The just price is 
found not by counting the cost but by the common estimation.” It is abundantly 
clear that he considered any price “just,” barring deceit and malice. 

In the last half of the sixteenth century Medina, De Soto, Azpilcueta, Mercado, 
and De Bajiez explained foreign-exchange rates in terms of purchasing-power 
parity. Lawfully, De Bafiez asserted, one may contract “to repay a larger sum to 
another, corresponding to the amount required to buy the same parcel of goods, 
that the latter might have bought if he had not delivered his money in exchange.” 

Many of the writers talked of money as a commodity whose value (or estima- 
tion) varied inversely with the quantity in circulation. As a group, they com- 
mented only sparingly on the contemporaneous fall in the value of money; but 
in 1556 Azpilcueta declared that “in Spain, in times when money was scarcer, 
saleable goods and labour were given for very much less than after the discovery 
of the Indies, which flooded the country with gold and silver.” Did the Spanish 
author in this one sentence anticipate Bodin by twelve years? Miss Grice-Hutchin- 
son has no doubts about it. The Frenchman was certainly, but probably innocently, 
wrong in claiming priority for recognizing the influx of treasure as a cause of 
Europe’s inflation. The Spanish writers referred, almost casually, to American 
gold and silver as one among many influences tending to lower the value of 
money. Bodin considered imports of specie “the principal and almost the only” 
cause of high prices. 

Rosert S. Smitu, Duke University 








The Role of the Economic Historian 109 





THE ROLE OF THE ECONOMIC HISTORIAN 


The Rise and Fall of Civilization: An Inquiry into the Relationship between 
Economic Development and Civilization. By Shepard B. Clough. New York: 
McGraw-Hill Book Co., 1951. Pp. xv, 291. $4.50. 


Shepard Clough has long been known to economic historians as the author of 
a number of substantial works on the economic history of France, on Flemish 
nationalism, and, with Charles W. Cole, on the economic history of Europe. His 
present brief volume should be greeted with special interest, for in it Mr. Clough 
has set out to give in 260-odd pages of text an explanation of the causes of the 
rise and fall of civilizations. “I believed,” he says, “that I could clarify what in 
Western Europe and America is meant by civilization, that I could throw light 
upon the major factors in the rise and fall of civilizations, and that I might discover 
some pattern in these fluctuations” (p. ix). This analysis is intended to fill the 
gap left by the work of such authors as Oswald Spengler, Alfred L. Kroeber, and 
Arnold J. Toynbee (p. 2), for “some of this literature, particularly the work of 
Arnold J. Toynbee, seemed to obscure human experience rather than to make it 
clear” (p. ix). 

The book seems clearly a labor of love. Its author faced a formidable task of 
condensation; he had to pay attention to recent scholarship in a wide range 
of fields; and he aimed at a language so clear and simple that even an unprepared 
undergraduate could read the discussion with profit. 

In many of these difficult matters Mr. Clough has succeeded surprisingly well. 
The book can be read to great advantage by students in general survey courses 
in the history of civilization, and at the same time its substantive contents should 
give experts hours of stimulating argument. 

The success of Mr. Clough’s method of presentation is perhaps due to his 
willingness to state explicitly what he is trying to do, to define his terms with 
more care than is often found, to cut out ruthlessly all subtleties, or what seem to 
him secondary matters, and to employ repetition to hammer home his main 
conclusions. 

Scattered through the pages of the book are a number of helpful notions, such 
as the suggestion that “the range of opportunities for alternative decisions”— 
presumab!y for the average individual—might be “a useful concept in analyzing 
civilizing forces.” Attention is paid to some of the recent work of Ralph Turner 
and of Gordon V. Childe concerning the role of towns, and the various tech- 
nological and sociological “revolutions” between the Stone Age and the early 
stages of recorded history. 

Some serious problems are touched upon but lightly. Economic progress is 
defined as “an increase in the output of goods and services per capita in a 
society” (p. 11). By this definition, one side of the Malthusian controversy seems 
quietly taken for granted, and the halving of a country’s population, perhaps by 
the Black Death, might easily appear as “economic progress” on those terms. 
Generally it appears that many of the important points raised by Simon Kuznets 
and the late Joseph Schumpeter in the 1947 Symposium of the Economic History 
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Association, regarding the nature and measurement of economic growth, have 
been given little weight by Mr. Clough. 

The intricate and important problems of secrecy, cultural diffusion, and scientific 
development are treated perhaps more summarily than they deserve. Among the 
conclusions of a survey of the causes of the decline of several early Mesopotamian 
cultures we find, on p. 47, that “... advanced cultures have seldom taken 
the precautions necessary to prevent the diffusion of their military techniques and 
weapons to backward areas and thus to preserve advantages which were the 
foundation of their superiority.” Since this is presented as one of several general 
reflections “upon the relation of war to great civilizing achievements,” one would 
be eager to learn from Mr. Clough the name of a single civilization which in 
fact succeeded in taking such “precautions.” The history of secrecy in matters of 
science and technology in Egypt, Byzantium, and Venice, as well as the views of 
most of the leading American scientists of today, would seem to offer little promise 
that a negative policy of preventing cultural diffusion could be maintained 
successfully on anything like the time scale relevant to the rise and fall of 
civilizations without producing internal stagnation in the civilization that should 
try to practice it. 

The early economic history of western Europe after the fall of the Roman 
Empire is discussed in the familiar terms of the supposed “economic morass 
of the Dark Ages, which may be considered to have extended from the fifth to 
the tenth century” (p. 171). Scant attention is paid to the growing volume of 
research that is throwing increasing doubt upon the validity of this picture. 
The establishment of more stable agriculture, deeper plowing, and the three-field 
system in much of Europe north of the Alps; the introduction of the stirrup, the 
first efficient horse collar, ships that could tack against the wind, an improved 
rudder; a far more extensive use of iron in work and warfare, the spread of 
overshot mill wheels, and, particularly, the establishment of more efficient social 
organizations, such as the Benedictine and later the Cluniac monasteries, the 
village and the manor, the semi-autonomous castle and town, and the network of 
feudal relations—all these have been discussed by many authors, and there is 
today good reason to suspect that the so-called “Dark Ages” may have had a 
great deal more to do with the subsequent growth of western civilization than the 
traditional eighteenth-century view of history would have it. 

By now it is perhaps only fair to say that the works of Toynbee, Spengler, and 
Kroeber will not be superseded by the present book. Whether or not Mr. Clough 
intended to settle the question of the causes of the rise and fall of civilizations, he 
has in fact succeeded rather in reopening its discussion in a language simple 
enough to be accessible to a wide public. Stimulated by Mr. Clough, students 
will perhaps then turn with a modicum of preparation to the subtle and powerful 
questions asked by Toynbee and Kroeber, and perhaps carry on by themselves 
the search for answers to them. With this thought in mind, one may well wish 
Mr. Clough’s book many grateful readers. 

Kart W. Deutscu, Massachusetts Institute of Technology 
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The Economy of Turkey: An Analysis and Recommendations for a Development 
Program. Pp. xxv, 276. $5.00. The Economic Development of Guatemala. Pp. 
XVili, 305. $5.00. Report on Cuba. Pp. xxiv, 1049. $7.50. Washington: Inter- 
national Bank for Reconstruction and Development, 1951. 


Public Finance in a Developing Country: El Salvador—A Case Study. By Henry 
C. Wallich and John H. Adler. Cambridge: Harvard University Press, 1951. 
Pp. xviii, 346. $6.00. 


All the social sciences in this country nowadays are being stimulated by a 
growing interest in the underdeveloped areas of the world—their problems, their 
potentiality for change, their ambitions, their plans, and so on. Study of such 
areas is, of course, not new, but it is taking place on a rapidly expanding scale, 
especially in the field of economic development. Economics has lagged behind the 
other social sciences in regional study outside the most developed nations of 
Europe, the United States, and similar countries, and thus it is not surprising 
that special efforts are now being made to fill gaps in this field. Increasing numbers 
of individual scholars and groups are turning their attention to the underdeveloped 
economies, trying to understand their nature, to evaluate their performance, and 
to analyze the problems and possibilities of making such economies more produc- 
tive in the material sense. 

This trend is giving rise to obligations and opportunities for economic history 
and economic historians. I say “obligations,” because there are many aspects of 
the underdeveloped-area field which require historical treatment and there are 
many tasks which an economic historian is likely to perform better than anyone 
else. My principal aim in writing this composite review is to call attention to 
the relations between economic history and the study of underdeveloped econ- 
omies, and I shall deal specifically with this theme below. I think it important at 
the outset, however, to emphasize the opportunity now presented to us to give 
new vigor to the field of ecoromic history. 

It is well known that the study of economic history in this country has been in 
a slump for several years. In all likelihood the preoccupation with short-run 
problems of depression and recovery during the thirties had a good deal to do 
with the fate of economic history, which is very different from what one would 
have forecast twenty-five years ago. Perhaps, too, some responsibility must be 
attached to the kinds of specialization and emphasis that have assumed prominence 
in economic history. Each economic historian, I am sure, has his own way of 
putting together an explanation of what has happened to the subject. Whatever 
doubt there might be about any particular explanation, there is little doubt that 
economic history has been on the downgrade, that professional morale has been 
low, and that many young scholars with an interest in the field have shifted the 
center of their attention to other branches of economics or of general history— 
all of this in spite of the substantial research which has been carried out over the 
years and the many monographs that have been published. 

Research in the problems of underdeveloped countries now offers an oppor- 
tunity to revitalize economic history. It may be thought by some that the new 
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field is simply a convenient bandwagon for economic historians to climb on to, 
in order to attract attention and stir up interest in their own subject. Far from it. 
Economic history has an integral connection with the study of underdeveloped 
economies; economic historians have an important contribution to make; and 
lasting advantages can be obtained for both fields by encouraging a substantial 
number of economic historians, young and old alike, to turn their efforts in this 
new direction. 

The kind of work that economic historians are particularly qualified to do in 
studying underdeveloped economies can be clearly brought out by referring to the 
books that prompted this review. Three of them are country studies carried out 
by missions of the International Bank for Reconstruction and Development in 
Turkey, Guatemala, and Cuba. All are good studies, although I would rank the 
one on Guatemala below the other two in average quality. The strength of the 
reports, as of an earlier one on Colombia, is found in their analysis of the current 
economic situation, including skillful use of imperfect and often fragmentary 
statistical data, and in the guideposts that they suggest for economic development 
in the immediate future. The focus of these reports is on the short run. The 
need for long-run institutional change in each country is recognized, and even 
stressed, but little could be done on this score within the framework of an 
International Bank mission. The report on Cuba offers more details than the 
others on long-run institutional obstacles and handicaps to the economic develop- 
ment of the country. But the approach to such questions even in this volume is 
a mechanical and piecemeal one, falling well short of the rounded, sophisticated 
treatment one would like to have. The failure of the Cuba mission to do better 
with basic institutional factors, in spite of an obvious effort, shows limitations 
inherent in the very nature of the project. 

These observations are made not as a criticism of the International Bank reports 
but as a means of emphasizing a division of labor between such reports and the 
work that can be done by economic historians. The economic historian is, by the 
very nature of his profession, interested in long-run change, and his training has 
equipped him to deal with it. He has general ideas about economic change, 
especially about institutional factors affecting the mobility of labor, entrepreneur- 
ship, and capital, which suggest to him questions that need to be answered in 
making an evaluation of the possibilities and problems of development in any 
country. The formulation of questions is, of course, only a first step in the research 
to be carried out by the economic historian and perhaps by other specialists as well. 

To the economic historian, one of the most striking features of all the Inter- 
national Bank reports is that they view institutional handicaps to development 
in hard-and-fast terms. This quality is inherent in the short-run perspective which 
they are forced to take. It does lead to an appropriate understanding of the 
limitations on what can be done within the next few years, but this perspective 
must be supplemented, and for some purposes superseded, by a longer view, past 
and future combined. Here again the economic historian has a function to 
perform. He is accustomed to look not only for what was most common at any 
given time, but also for that which became most common subsequently. He is 
concerned with what is becoming, as well as with what is. He thinks in terms 
of process, rather than of cross section. He will explore and evaluate such changes 
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as are going on in a society in attitudes, economic psychology, and the like, and 
thus arrive at a perspective on the problems of economic development which is 
just as necessary to have as that arrived at by projecting the present into the 
immediate future. The two viewpoints may coincide, but they are often quite 
different. What appears as a serious problem from the standpoint of an Inter- 
national Bank mission—that is, a problem of today and tomorrow—may seem 
quite mild for the less immediate future if i it is discovered that strategic qualitative 
changes have been taking place in habits of thought and behavior over a period 
of years in the past. 

The kind of historical analysis referred to above is based principally on 
qualitative rather than on quantitative evidence. Accurate statistical material is 
always useful, but much fruitful work can be done without it. In any event, a 
basic understanding of an underdeveloped economy depends much more on 
qualitative factors than on quantitative. Perhaps this is the principal thing 
economic historians can learn from the excellent case study of public finance in 
E] Salvador written by Henry Wallich and John Adler. In the absence of reliable 
statistics on a number of critical questions, these authors have arrived at informed 
conclusions via the qualitative route. It is to be hoped that economic historians, 
as well as other students of underdeveloped economies, will be persuaded to 
proceed in a similar manner. Everyone should, of course, make an effort to get 
the best figures available, as Wallich and Adler did, but it is not necessary to 
wait for foolproof statistics to be compiled before setting to work. 

The working ideas that an economic historian brings to the study of an under- 
developed country are derived mainly from his knowledge of the earlier experience 
of nations with developed economies. The economic history of such countries has, 
of course, been carefully studied in detail for many years. A huge body of 
literature is at our disposal. But, as graduate students have often complained, 
there is a shortage of writing of a synthetic and comparative character in economic 
history. Those who study the changes going on nowadays in the underdeveloped 
countries will inevitably find themselves thinking anew about the more general 
features of economic development in England, the United States, Japan, and so on. 
This is especially true of the industrialization process, because of its central 
position in modern economic development. 

Such reflection calls for new ways of looking at past trends, and for re-examina- 
tion of the weight typically given to different factors in economic development. 
Intercountry comparisons, too, take on a new importance, and are likely to 
appear in a new light. If economic historians get increasingly interested in the 
underdeveloped economies, there is every reason to expect that treatment of the 
more conventional subjects in economic history will be greatly stimulated by new 
efforts at synthesis and comparison. 

It is encouraging that a number of persons trained in economic history have 
already shown an active interest in the problems of underdeveloped areas. Let 
us hope that this trend will continue, so that fruitful work along new lines will 
bring new vitality to the subject matter as a whole. 

SanFrorD A. Mosk, University of California, Berkeley 
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AMERICAN REGIONAL STUDIES 


Interregional Competition in Agriculture with Special Reference to Dairy Farming 
in the Lake States and New England. By Ronald L. Mighell and John D. Black. 
[Harvard Economic Studies, Volume LXXXIX.] Cambridge: Harvard Univer- 
sity Press, 1951. Pp. xvii, 320. $5.00. 


This technical and segmental study aims to pilot an elaborate co-operative 
investigation of the Bureau of Agricultural Economics and the Harvard Committee 
on Research in the Social Sciences. The expansive scope and significance of the 
general undertaking is indicated in the main title. The priority and emphasis 
given by the B.A.E. to such an investigation find ample justification in the 
notorious wastes and maladjustments in the utilization of regional resources. 
The ultimate goal of the main investigation is to provide the basis for reasoned 
planning, both public and private, of regional farm enterprises. 

The present study deals mainly with dairy farming and that in the “lake 
states” of Michigan, Wisconsin, and Minnesota and in New England. The direct 
effort is to formulate a procedure in research in interregional competition and 
production adjustment that can be applied to all of the major type-of-farming 
areas. The study is thus mainly one in methodology. Utilizing the surveys of 
sample farms by investigators of the B.A.E. and state experiment stations, the 
method involves the “budgeting” of farm expenditures and receipts on the basis 
of several available alternatives. From an analysis of these options, estimates were 
made of the most profitable use of resources under three possible respective price 
trends for a decade. The checking of the accuracy of these estimates provides a 
central part of the study. The analyses are elucidated and supported by no less 
than 41 charts and 53 tables. 

Obviously the determination of the conclusiveness of the findings and, hence, 
the adequacy of the method is complicated by the involvements and limitations 
of the selected samples, the incomplete and uncertain data on the influences 
affecting demand, and the difficulties in making proper corrections for unforeseen 
and exceptional influences. 

The disregard of historical backgrounds would seem to be a serious omission. 
In this case, as in the senior author’s highly informing work on rural New 
England, historical developments are given but incidental or perfunctory attention. 
The authors assert that “many professional economists” to the contrary, “analysis 
of current economic change has now become the most important type of economic 
research done.” But how can the causes, degree, and probable trend of change be 
measured and evaluated without tracing at least the directly pertinent, “usable” 
history that certainly goes far back of recent censuses? History, indeed, is con- 
cerned equally with the persistence of ideas and their change. 

At the same time, whether discouraged by lack of appreciation or by professional 
traditions, agricultural history has been regretfully slow in securing support and 
encouragement. And, as it happens, the particular branch under consideration has 
hitherto met with the greatest neglect of all. The investigation of the formative 
stage in Wisconsin by Frederick Merk, preliminary studies for Minnesota by the 
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late Everett Edwards, and the development of dairy breeds by Parmalee Prentice 
constitute the only serious historical research for this major husbandry and 
industry. Whether or not they would be usable by economic analysts and stat- 
isticians, the obligation and opportunities to make such an essential contribution 
to the history of the national economy are clearly indicated. 

Earte D. Ross, lowa State College 


Michigan Copper and Boston Dollars: An Economic History of the Michigan 
Copper Mining Industry. By William B. Gates, Jr. Cambridge: Harvard Uni- 
versity Press, 1951. Pp. x, 301. $5.00. 


Exploitation of the Michigan copper resources in the middle of the nineteenth 
century proved the first sustained and profitable working of copper-bearing ores 
in the United States. In the previous two centuries there had been a variety of 
short-lived ventures aimed at getting out copper-bearing ore for export or later 
for domestic use. By the 1830’s and 1840’s domestic industry was a large consumer 
of copper. Shipyards needed copper sheathing, some of it imported; brass mills 
used scrap copper and imported bars or pigs. The presently prominent copper 
producer of Phelps Dodge, for example, was in those years engaged in importing 
metals and supplying some of the needs of such a brass mill as Connecticut’s 
Scovill partnership. It is against this background of increasing domestic copper 
consumption that William B. Gates, Jr., presents his account of the opening of 
the Michigan resources largely by New England capital raised in Boston. 

A major goal, as indicated in the Preface, is the enrichment of historical treat- 
ment by the insights possible to an economist and, as stated further, “the author 
has attempted to write an economic history with the idea constantly in mind that 
he is, first of all, an economist.” It is no doubt for this reason that a good deal 
of attention is given to exploring both the causes and consequences of such 
developments as increased labor productivity, tariff protection, and output re- 
striction. A brief epilogue is devoted to matters not brought directly into focus 
in the historical treatment, particularly a review of factors favoring and hindering 
development of the Michigan industry and the effect of changes in the price of 
copper upon the development of the industry, upon the announcement of new 
discoveries, often correlated with high prices, and technological innovation, occa- 
sionally following periods of high prices and earnings. The years of highest man- 
hour productivity were in the depression of the 1930’s when pressure of the cost- 
price relationship led to selective mining underground and thus a creaming of 
remaining resources. Consideration of tariff protection and output restriction, 
which recurs in the body of the text, is undertaken with reference both to the 
business consequences for the several firms and to the broader economic goal of 
optimum allocation of resources. This same eclectic evaluation is used to advantage 
in discussion of the Second World War subsidy program for high-cost producers. 

The broad focus upon an industry covered in such short compass seems to 
preclude intimacy in treatment. Such names as Agassiz, Higginson, and Livermore 
are mentioned, but the reader is rarely treated to a picture of decision-making by 
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individuals choosing among several alternative courses of action. The data on 
growth, maturity, and decline of the industry could have been made more mean- 
ingful by statements of source and application of funds for one or several firms 
over the appropriate time periods. During growth there was heavy reinvestment 
and during decline there were generous dividends which might be regarded as, 
in effect, liquidation. Consideration of trends in industry growth and productivity 
might be of added value if there had been opportunity to relate these data to 
such studies as Burns’s or to the copper section of the later National Bureau study 
by Barger and Schurr. 

The present volume grew out of a Ph.D. dissertation completed by Mr. Gates 
at Chicago under Chester Wright and others, and it was brought to its present 
state of excellence as a result of encouragement given by the Committee on 
Research in Economic History. The completion and publication of this study is 
to be highly commended as constituting a significant contribution to the field of 
economic history. 

THeEopore F, Marsurc, Hamline University 


The Illinois Military Tract: A Study of Land Occupation, Utilization and Tenure. 
By Theodore L. Carlson. Urbana: The University of Illinois Press, 1951. Pp. 
vii, 218. $2.50 paper, $3.50 cloth. 


The area to which Theodore L. Carlson refers in his title lies between the 
Mississippi and Illinois rivers (forming “an irregular, curvilinear triangle”), and 
comprises approximately five-and-a-third million acres, the major portion of 
which was reserved by Congress as bounty land for the veterans of the War of 
1812. To the descriptive subtitle should be added a note that the study is confined 
to the period before 1900. 

Beginning with a sketch of the congressional history of the Military Tract, the 
author moves to a description of its geographic features, and then to the story of 
settlement. One chapter—the fourth—is concerned with the confusion surround- 
ing land titles prior to 1850. The student will find this chapter a useful case study 
of the problem of land titles in the American West, though the person thoroughly 
familiar with the history of land policy will doubtless question some of the 
author’s conclusions, and most readers will regret that the possibilities of the 
intrinsically exciting story of land speculation were not exploited with greater 
effect. Use of additional source materials in the form of diaries, letters, and 
accounts would perhaps have obviated the latter comment. Chapters VI and VIII, 
detailing the effect of the railroad on the economy of the region and the farmers’ 
resentment of an unfavorable rate structure, expand and complement Richard 
C. Overton’s work on the Burlington. Two chapters are concerned largely with 
the problems of farming in the area. Although these chapters add little that 
will be new to the student of agricultural history, Mr. Carlson handles the 
subject well and I had the impression that this section of the book embraces the 
material with which he is most familiar. A final chapter is concerned with land 
tenure in the Military Tract between 1880 and 1900. 

This is a book of meticulous scholarship, crammed with detail, as might be 
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expected of a volume having its origin in the author’s doctoral dissertation. While, 
in general, it will have but limited usefulness for those already familiar with the 
work of such scholars as Chester McA. Destler, Paul W. Gates, and Fred A. 
Shannon in the fields of land policy and tenure and of agricultural history, Mr. 
Carlson’s study, because of its particular application, must in future be an in- 
dispensable source for all who have an interest in the history of Illinois. The 
maps, charts, and graphs with which the book is liberally supplied are especially 
worthy of note. 

IRENE D. Neu, Cambridge, Massachusetts 


An Agricultural History of the Genesee Valley, 1790-1860. By Neil Adams 
McNall. Philadelphia: University of Pennsylvania Press, 1952. Pp. xii, 276. 
$5.00. 


This is a carefully written and well-documented history of the evolution, from 
first settlement to the Civil War, of the agriculture of a block of five counties 
forming the Genesee Valley in western New York. Rochester, at the fall line on 
the Niagara escarpment, and also on the Erie Canal, is the metropolis of this 
area. The author writes of these counties as affording “an excellent field in which 
to study in miniature the agricultural evolution of a considerable section of the 
northeastern United States in its formative era. It offers also an opportunity to 
examine the contrasting careers of the broad northern valley and the rolling lake 
plains, an area blessed with the bounty of nature and the goal of eager settlers, 
and the narrower southern valley and its surrounding upland, a section endowed 
with niggardliness and the scene of tardy, reluctant pioneering.” 

This area, however, because of its early history as part of the Western Reserve 
of Massachusetts, and the quality of the land on the broad valley and lake plains, 
was more subject to land speculation than most of the Northeast. The two names 
that figure most in this speculation are the Holland Land Company and the 
Wadsworths. The Wadsworths, who came to this section from Connecticut, 
operated as sales agents for European holders in the earlier years, but later 
invested their family wealth and selling commissions in land and became large 
resident landlords. The first leasing was on a long-term basis, patterned much 
after the feudal-type leases of the Hudson Valley, but when wheat growing took 
over the Genesee flats, a one-year lease with payment in kind or a cash equivalent 
was adopted. The value of this study is greatly enhanced by the access which the 
author had to the records of the Wadsworth family. 

To the student of American history, the largest value of this study is its descrip- 
tion of how this somewhat western part of the Northeast fitted into the westward 
movement of the frontier. As one would expect, the Genesee Valley history is 
more like that of Ohio than of New England. Its period of self-sufficing agriculture 
before the canals and railroads came was much shorter than New England’s. The 
lands lent themselves better to wheat growing than those of New England, but 
the wheat boom was cut short because not long after transportation had developed 
a market for its wheat and flour from the Rochester mills, this same transportation 
brought competition from the west. By 1860, the agriculture of the area had 
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shifted considerably to diversified crop-and-livestock farming, with dairying be- 
coming increasingly important. 

The settlers in the Genesee Valley came mostly from New England and eastern 
New York. The author outlines very well the process by which the early farmers 
tended to deplete the small reserves of plant nutrients in the timberland soils of 
the Northeast and then move first north and then west and repeat the process; 
also how the settled areas had a large surplus of sons who were crowded out on to 
the frontier until the factories began to be built along the streams and later along 
the railroads. The flat lands that formed almost the core of the Genesee Valley 
grew tall grasses instead of trees, however, and were like the prairie lands of the 
corn belt except that they had more certain rainfall. They were still growing wheat 
so bountifully in the 1860’s that they are often referred to as one of “the bread- 
baskets of the Civil War.” 

It will be apparent, therefore, that in some respects the development of much 
of the Genesee Valley was more like that of parts of the prairie states, with their 
Scullys, Sibleys, and Scotts, than like that of the Northeast generally. 

If this study has any shortcomings, it is in its failure to relate the developments 
of these 1790-1860 years fully enough to what followed afterward. No historian 
will question that the situation and course of events in any particular recent period 
that is chosen for attention is always greatly illumined by a tracing of antecedent 
events and relating them to what now is. No less should a historian when he 
chooses to outline in detail the events of a period in the past be expected to connect 
these with subsequent developments. 

It is realized that the foregoing may be the point of view of one who is more 
of an economist than a historian. Likewise is this reviewer’s insistence that the 
author should not state as facts his several reports about the relative unit costs of 
producing wheat and other products, for economists know that such estimates are 
possible only on the basis of highly arbitrary assumptions in regard to allocation 
of labor, rent, and other input costs among different products. They therefore 
are not historical facts in themselves; only that such statements were made is a 
historical fact. 

Joun D. Brack, Harvard University 













Empire in Pine: The Story of Lumbering in Wisconsin, 1830-1900. By Robert F. 
Fries. Madison: The State Historical Society of Wisconsin, 1951. Pp. viii, 285. 
Illustrations. $4.00. 












For a number of years historians have grappled with the problem how best to 
approach the study of a large industry whose activities were varied and whose 
operations covered an expanse of geographical space. Some have selected a 
company within the industry; others have studied a particular phase or function, 
such as marketing; while other students have divided a regional industry into 
smaller geographical sections and studied the problem within a perspective 
bounded by political or geographical lines. Robert F. Fries has chosen the latter 
approach and his product earns a well-deserved place on the shelf beside Agnes 
Larson’s study of the white-pine industry in the neighboring state of Minnesota. 
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For half a century lumbering was the largest nonagricultural industry in the 
state of Wisconsin. In 1853 Wisconsin produced less than two hundred million 
board feet of lumber. Twenty years later it was producing some billion and a 
quarter feet and in 1892 more than four billion feet of pine lumber streamed 
from Wisconsin sawmills (p. 239). Such an industry was necessarily varied and 
complex and Mr. Fries examines its history from a variety of viewpoints. 

Chapters on logging and life in the lumber camps are followed by a treatment 
of log transportation which in turn is succeeded by discussions of milling and then 
marketing. The latter portion of the volume is devoted to studies of a specific 
nature, such as the impact of railroads upon the industry, and vice versa, prob- 
lems of management, the trend toward monopoly—although oligopoly would 
have been a more precise term—land problems, labor problems, and the finest 
treatment to date of the famed Mississippi River Logging Company and its 
affiliates. The final chapter is concerned with the decline of the industry, conser- 
vation, and the melancholy heritage of lumbering—the cutover lands. 

In compressing the history of a diverse and sprawling industry into a small 
volume, the author was forced to give a generalized account of many of the 
separate components. Thus, the specialist on labor may feel that the subject of 
labor in the lumbering industry was slighted; the student of land policy may well 
consider the treatment too general; or the historian interested in production will 
find the statistics too thin. The reader who has not specialized in a narrow field 
will better appreciate the over-all view given the subject. 

In common with most students of the Lake States lumber industry, the auth 
found that a scarcity of pertinent records necessitated a limited treatment of such 
topics as initial capital, reinvestment of profits, and credit, although the picture 
of Moses Strong journeying from Wisconsin to Maine and there advertising for a 
partner (p. 14) lends a sense of urgency to the problem. 

The author has been criticized for not exhausting certain manuscript collections 
that he might have explored. Be that as it may, he did digest the sources he 
utilized. The entire subject of the pine lumber industry in Wisconsin, a topic 
which contains many controversial elements, is presented with careful attention 
paid to the mores of the times. Mr. Fries has not used twentieth-century morals 
as a basis to judge or condemn nineteenth-century business practices, neither 
does he attempt to justify practices which were fraudulent, nor shed maudlin 
tears for felled trees. The author has told a story of a once gigantic industry and 
other writers could well ponder his method of treatment. 

Wituram G. Rector, Southern State Teachers College, 
Springfield, South Dakota 


COLONIAL NEW ENGLAND 


The Browns of Providence Plantations. By James B. Hedges. Cambridge: Harvard 
University Press, 1952. Pp. xviii, 379. $6.00. 


This study is the first volume in James B. Hedges’ projected three-volume 
history of the Browns of Providence, a family with an unusually long and varied 
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record of business activities in many fields. It is based primarily upon research 
in an extraordinarily rich manuscript collection, representing six generations of 
business experience and covering the period from 1723 to 1913. As Mr. Hedges 
writes (p. xiii): “Other American business families have achieved greater 
prominence within a single generation; but it is doubtful that the chronicle of 
any other family would show so much substantial achievement in so many areas 
through so many years of changing conditions and circumstances.” The present 
volume carries the story of the Browns’ business careers down to the end of the 
eighteenth century. 

The entire body of manuscripts comprises some 350,000 items. The mere 
physical task of reading and organizing data from so great a mass of manuscripts 
must have been a tremendous one. From these raw materials Mr. Hedges has 
prepared a descriptive and analytical account of great value for an understanding 
of business enterprise and entrepreneurs in the eighteenth century. Until recent 
years the commercial and industrial aspects of colonial economic life have been 
considered largely in terms of broad trends, developments, and influences as these 
operated either within the mainland colonies as a whole or in regional groupings. 
Essential as this approach is for presenting the forest and the terrain, it needs to be 
complemented by studies of the life and ecology of the individual trees—in this 
instance, businessmen and business firms, engaged in the daily struggle for survival 
and aggrandizement. Despite the mounting body of business history, the number 
of satisfactory studies dealing with colonial business firms or businessmen can 
almost be counted on the fingers of one hand. 

I know of none which for breadth and thoroughness of treatment and for 
richness of detail approaches closely The Browns of Providence Plantations. 
Admittedly, the members of the Brown family, the turbulent times in which they 
lived, the fate that determines the survival of business archives, and the Com- 
mittee on Research in Economic History all made essential contributions to the 
end result but, of course, none detracts from the achievement of the author. 

The Browns were extraordinarily versatile in their business interests, engaging 
at various times and for varying periods in whaling; the manufacture of candles; 
the preparation of chocolate; the distilling of rum; the production of pig iron 
and of various iron products, from hollow ware to ordnance; the slave trade; 
privateering; and military procurement—all in addition to the multifarious trading 
operations, legitimate and illicit, retail and wholesale, domestic and foreign, char- 
acteristic of the larger mercantile firms of this period. Although the mercantile 
operations which were the chief concern of the Browns naturally occupy the 
larger part of this study, every student of colonial manufacturing will profit from 
the chapters on the production and marketing of spermaceti candles and of pig 
iron. Another chapter, “Warlike Stores for the Continental Congress,” adds much 
that is of interest to our knowledge of the problems of military procurement and 
supply in the War for Independence. 

In their reaction against the “muckraking” approach toward businessmen and 
their careers, some students of business history have been inclined, perhaps, toward 
overleniency in their treatment of the alleged sins of their subjects. Mr. Hedges 
neither ignores, minimizes, nor condones but empties the archival closets of all 
skeletal materials, at times even resolving doubts adversely to the dramatis 
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personae. Throughout, his treatment is sober, balanced, and judicious. For these 
reasons, this volume will not command a popular audience, but for the student 
of American economic growth its reading will be rewarding indeed. 

Louis C. Hunter, Industrial College of the Armed Forces 


Architecture and Town Planning in Colonial Connecticut. By Anthony N. B. 
Garvan. New Haven: Yale University Press, 1951. Pp. xiv, 166. $7.50. 


By the end of the eighteenth century, observers were being consistently impressed 
with the social and cultural uniformity of New England. Unlike the other parts 
of America, homogeneity was there the rule not the exception. An essential 
likeness could be found among the people and also among the physical objects 
with which they surrounded themselves. From the District of Maine to the shores 
of Long Island Sound, the same towns and the same buildings were evidence of a 
significant coherence of culture. 

Sixty or seventy years ago, historians gave serious thought to the origins of 
these forms. Most often they accounted for them by some kind of germ theory; 
from the primeval German forests, or from elsewhere, the first Americaris had 
brought with them the common seed from which the ultimate forms developed. 

In the last half century, careful research has added considerable detail to our 
knowledge of the early New England town and of its architecture. But our basic 
conceptions of these communities and of their houses has remained fixed with the 
framework set in the discussions of the 1880’s and 18go0’s. While few historians 
today will explicitly accept the germ theory, they are still inclined to think of the 
town developing simply out of the English village and the New England farm- 
house simply out of the English cottage. 

It is the virtue of Anthony Garvan’s study that it eschews these simple 
explanations and seeks a more satisfying account of the transition of European 
architecture and town planning to America. In this handsomely printed volume, 
he makes a stimulating fresh approach to the problem. A preliminary chapter on 
the migration itself leads to accounts of the sources of the town plan, of the nature 
of land distribution, of the origin of building types, and of the patterns of 
domestic and public architecture. Throughout, the work is critical; it goes beneath 
the pat accepted answers, and again and again raises pertinent and thought- 
provoking questions. 

Mr. Garvan’s own answers are not, however, altogether satisfying. It is true, 
he is aware of the complexity of his problem, of the multitude of sources from 
which the building and planning colonists might have drawn their forms. He thus 
points to the many varieties of landholding in England alone, and is aware of 
the diversity of architectural styles with which the emigrants might have been 
familiar. But he cannot account for the way in which these patterns crossed the 
Atlantic. At only a few points can he point to key individuals who might have 
engineered the transition as in the case of Lord Saye and Sele who was active in 
the colonization both of Ulster and of Connecticut. More generally, Mr. Garvan 
is compelled to rely upon unsupported inferences that are not always convincing. 
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These inferences sometimes take leave completely from the evidence. Mr. Garvan 
argues, for instance, that the basic building unit in the seventeenth century must 
have been the English bay of sixteen feet; but, finding no house of those propor- 
tions, he must assume that the builders of houses that measured 64 feet, 94 inches, 
by 35 feet, 3 inches, and 24 feet by 28 feet were thinking in terms of fractions of 
bays. So, too, he is willing to take for granted that the builders of Connecticut 
churches in the early seventeenth century knew of a French Protestant Temple 
built in 1623. 

The difficulty is that if we are to proceed merely on the basis of inference, 
the possible sources can be extended indefinitely. Surely, in the quest for the 
models for Connecticut development, the experience of the smaller English urban 
centers such as Boston, Plymouth, or New Haven (which are not mentioned) 
was more relevant than that of London. If it is instructive to examine the 
plantations in Ulster, ought that not also to be the case with the plantations of 
the other English companies throughout the world? Approached thus, the task 
of the historian is not only painfully prolonged but necessarily inconclusive. 

Fortunately, other approaches, as yet unexplored, may be more rewarding. For 
any given town, the number of immigrants in the period of settlement was limited 
and the individuals are to a high degree identifiable. Within any given town 
only a few persons were in a position to influence policy with regard to planning 
and building; and it should be possible concretely and specifically to trace them 
back to their origins and to discern there the models familiar to them. Within 
the town records there must be some documentary evidence of the nature of the 
critical decisions as well as descriptions of buildings that no longer exist; and it 
would be instructive to have those analyzed. Perhaps it is only within the ambit of 
the particular town that we can have an adequate analysis of the significant 
transition of forms and of the development from them of the New England style. 
Oscar Hanouin, Harvard University 



















HISTORY OF THE SOVIET AREA 


Revolution in Eastern Europe. By Doreen Warriner. London: Turnstile Press, 
1950. Pp. xv, 188. 12s. 6d. 










For reasons presumably other than scientific, the current discussion of economic 
growth in underdeveloped countries seldom if ever encompasses eastern and 
southeastern Europe—although the economic development that has taken place 
in that area since the end of the Second World War is nothing short of 
spectacular. This is particularly unfortunate, since a careful exploration of the 
experience in those countries (and in the U.S.S.R. and China) could go a long 
way not only in clarifying the real problems encountered in the process of eco- 
nomic development but also in removing many a red herring crossing the trail 
to proper understanding of the relevant issues. While the volume under review 
is neither intended nor comprehensive enough to be a definitive work on its vast 
subject, it renders a most valuable contribution by broaching the material to the 
English-language reader in an objective, reasonable, and simple manner. 
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Miss Warriner’s account, covering the period from the end of the Second World 
War until 1949-1950, is introduced by a tantalizingly brief sketch of the condi- 
tions prevailing before the war. It is regrettable that this historical background 
was accorded so little space: a more detailed report on prewar Poland or Hungary 
or Rumania could facilitate comparisons with to-day’s Latin America or the Near 
East that would provide most instructive insights into the nature of the economic, 
social, and political forces blocking the way to economic progress in most under- 
developed countries. The similarity is indeed striking: “Peasant poverty... 
created a vicious circle, with no way out. It was not a transient thing, which 
could be expected to disappear with gradual economic advance, for within the 
existing set-up there could be no such thing as a gradual economic advance. The 
dictatorships existed to prevent it, to protect the interests of the foreign investors, 
and their local capitalists and landowners, who both had vested interests in 
stagnation. The ruling class was a paralytic network of interests resisting change, 
topped off by a monarchy or military dictator, and banked up on nationalism” 
(p. xiii). And here is how a United Nations report (Measures for the Economic 
Development of Under-Developed Countries, 1951, paragraphs 37 and 38) sizes 
up the present situation in other backward areas: “We wish to emphasize that the 
masses of the people take their cue from those who are in authority over them. 
If the leaders are reactionary, selfish and corrupt, the masses in turn are dispirited, 
and seem to lack initiative. But if the leaders win the confidence of the country, 
and prove themselves to be vigorous in eradicating privileges and gross inequalities, 
they can inspire the masses with an enthusiasm for progress which carries all 
before it.” 

Such a social revolution accompanied by a drastic change in economic organiza- 
tion and political leadership has unfolded itself in eastern and southeastern Europe, 
and Miss Warriner presents us with a vivid picture of its effects, its accomplish- 
ments, and its difficulties. The removal of the old ruling class has awakened 
powerful, previously repressed, popular energies and has channeled them into a 
multitude of productive pursuits. Resources earlier wasted on the support of a 
parasitic upper class, on the maintenance of corrupt bureaucracies, on remittances 
to foreign absentee owners, and flights of capital abroad have become available for 
productive employment. The introduction of economic planning has permitted a 
tational organization of the economy and has created the conditions for its 
harmonious expansion. The collaboration of the countries of eastern and south- 
eastern Europe among themselves, with the U.S.S.R. and more recently also 
with China, permits an increasing measure of international division of labor and 
makes it possible to a growing extent to apply in practice the principle of com- 
parative advantages. The result was not only extraordinarily speedy reconstruction 
after the war but also rapid growth of output beyond the prewar levels. The 
performance has been uneven, with some countries (Poland and Hungary) accom- 
plishing economic miracles, with others (Czechoslovakia) displaying less im- 
pressive records. 

The difficulties encountered by all countries in the area are essentially political 
and ideological. Violent nationalism that has been systematically cultivated by 
the prewar regimes so as to divert their peoples from the burning social and 
economic issues obstructs enlightened international co-operation. The peasants’ 
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illiteracy, obscurantism, and hidebound conservatism hamper all efforts at a rapid 
expansion of agricultural output. The nearly complete suspension of East-West 
trade on the part of the United States and other Western countries places more or 
less serious obstacles in the way of industrialization. 
To the treatment of all these and many related problems, Miss Warriner brings 
a wealth of knowledge, personal experience, and critical judgment. There are 
minor technical points here and there on which opinions may differ—they are not 
important enough to detract from the excellence of her book. It is to be hoped 
that a second edition will bring the material up to date and that an American 
printing will make it more accessible to the American reader. 
Paut A. Baran, Stanford University 


Rumania: Political Problems of an Agrarian State. By Henry L. Roberts. New 
Haven: Yale University Press, 1951. Pp. xiv, 414. $6.00. 


While this study is limited to a single country, it is concerned with a central 
problem which has implications not only for agrarian eastern Europe but in some 
degree also for the underdeveloped countries of the Near East and Asia. It is 
indeed a measure of the author’s perception that he has succeeded in treating the 
problems of Rumania within the framework of the larger issues, while recognizing 
the special background and conditions of that country. Henry L. Roberts opens 
his study with an extended analysis of the political implications of the agrarian 
question in Rumania in the period embracing the First World War and the 
agrarian reforms of 1918-1921, and then proceeds with a narrativé of economic 
and political developments between 1922 and 1950 under the successive Liberal, 
Peasantist, Carolist, Fascist, and Communist regimes. The work is based through- 
out on a thorough mastery of sources in Rumanian as well as in the western 
languages, and as much attention is devoted to Rumanian political thought as to 
the facts of social change. 

The agrarian problems which emerge from this study are the familiar ones of 
overpopulation, low investments and productivity, and lack of technical improve- 
ments. The political implications lie in the failure of Rumanian leaders to achieve 
the goal of raising their country to a level comparable to that of western Europe. 
Mr. Roberts shows that redistribution of the land was in large measure achieved 
by the reforms of 1918-1921, but that the resulting scattered strips of peasant- 
owned land were for a variety of reasons never consolidated into efficient holdings. 
Under these conditions technical improvements in agricultural methods could 
not be carried out, while industrialization never developed in extent or character 
to a point where it could relieve agrarian pressure. On the political side, parlia- 
mentary institutions could not function successfully until a sizable part of the 
population had achieved something approaching the degree of economic stability 
and political maturity which existed in the Western states from which the 
Rumanian political system had been borrowed. This was not possible while over 
two thirds of the population lived in conditions of agrarian poverty, and, conse- 
quently, the state served primarily urban interests apart from its more general 
function of preserving national security. 
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These general trends, which Mr. Roberts describes with a wealth of detail, had 
emerged clearly enough before the outbreak of the Second World War. Neither 
the Liberals nor the Peasantists had made much headway in solving the under- 
lying agrarian problems, and these were soon eclipsed by international develop- 
ments during the personal regime of King Carol and the wartime dictatorship 
of Antonescu. With the establishment of the Communist regime in 1945, however, 
a new phase was inaugurated both for Rumania and for the world. While some 
may take issue with the author’s interpretation of Anglo-American relations with 
the Soviet Union in 1945-1946, few would question his estimate of the economic 
consequences of Communist policy. Mr. Roberts points out that the Soviet system, 
insofar as it has been developed as a program for modernizing a backward 
agrarian region, possesses a certain relevance to the Rumanian situation. He also 
notes, however, that this relevance is more apparent than real. The land reform 
of 1945 was of considerably smaller scope than that of 1918-1921, and has had 
a much more limited effect on the underlying problem. At the same time the 
stepped-up industrialization under government ownership has become so closely 
integrated with the Soviet economic system that it has as yet made no dis- 
cernible contribution to a solution of Rumania’s own problems. While the views 
Roberts expresses on this point are of necessity tentative, he appears to conclude 
that the extent and nature of Soviet exploitation outweigh any domestic gain 
which a dynamic policy of industrialization might be expected to bring. 

These comments on developments since 1945, based on admittedly meager 
information, are nevertheless a postscript to the author’s main story, which concerns 
the period between 1922 and 1945. Here Roberts has made a unique scholarly 
contribution, and has provided both a remarkably complete documentation and 
a thoughtful interpretation. With all of these virtues, it is perhaps unfortunate 
that the author has found it necessary to adopt a censorious tone with regard to 
his subject. Thus he refers to “the bewildering confusion of Rumanian public 
life” (p. vii), and in various contexts describes Rumanian politics as “extraor- 
dinarily involved and unstable, frequently verging on the absurd but ultimately 
tragic” (p. 87), “monstrous in some respects” (p. 332), and even “vicious non- 
sense” (p. 337). If one wishes to be censorious there are few governments on 
this planet which could not be thus characterized with some justification, but 
a comprehensive survey of backward agrarian states would probably find Rumania 
far from the bottom of the list in civic virtue. 

More in keeping with the scholarly character of this study of an agrarian 
economy is the answer which Mr. Roberts finally suggests to the fundamental 
question which he raises in his Preface: “How are such societies to adapt them- 
selves to the demands and challenges of the industrial world economy?” (p. v). 
Only with conscious assistance by the more advanced countries of the West can 
this be done, Roberts maintains, although he admits that such a policy involves 
many risks. Certainly the first step in such a policy is to obtain detailed and 
accurate information on the problems of these countries, and Mr. Roberts has 
accomplished this for Rumania with admirable scholarship. 

C. E. Brack, Princeton University 
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The Soviet Sugar Industry and Its Postwar Restoration. By Vladimir P. Timo- 
shenko. [Food Research Institute War-Peace Pamphlet No. 13.] Stanford: 
Stanford University, 1951. Pp. vii, 53. 50 cents. 


This is an informative and well-documented booklet on an old Russian con- 
sumers’ goods industry which was sponsored by the state even before the Revo- 
lution. Under the czars, output was stimulated, as in other European countries, 
by export bounties—as students of American economic history may recall from 
a critical chapter in D. A. Wells’s classic, Recent Economic Changes (1889). Since 
the Revolution, of course, the state’s encouragement of sugar production has 
been but one aspect of a larger program to establish collective agriculture as an 
adequate base for deliberate and rapid industrialization. 

According to Mr. Timoshenko, the Soviet sugar industry has, like many others 
which lay in the path of the Nazi invasion, made an impressive recovery since 
the Second World War. Despite some eastward expansion, the Ukraine and the 
black-soil region to its north are still the chief sugar-beet centers. By 1948, Soviet 
sugar-beet hectarage had reattained the prewar level. In 1950, the total capacity 
of the rebuilt, modernized, and new sugar-processing plants also equaled the 
prewar figure. The country is self-sufficient with respect to seed, as it has been 
since before the collectivization drive of the 1930’s. The use of segmented seed, 
in the development of which the Soviet Union actually did anticipate the United 
States, is being extended. Progress is also being made in the mechanization of 
harvesting as well as cultivating operations. 

But the Soviet sugar industry is still backward in many respects. Rational crop 
rotation has not yet been achieved. With the failure to restore the prewar live- 
stock population, the integration of the plant and animal branches of agriculture 
also lags. Facilities for the transport, storage, and processing of beets still seem 
inadequate. The present yield per hectare, though comparable with the average 
for the late 1930’s, is still far short of the prerevolutionary figure. Furthermore, the 
amount of sugar available per capita is still below the prewar level, despite 
the restoration of total domestic output and the availability of satellite sources 
of supply. 

Mr. Timoshenko does not make any international comparisons, but it may 
readily be established that the Soviet beet yield per hectare is less than half that 
of the United States. The percentage of sugar extracted from the beets also seems 
less than the American recovery rate. Jasny, a colleague of Timoshenko’s, has 
estimated that American farms require only one sixth as many man-days as Soviet 
farms for an acre of sugar beets. In the 1930’s, when Soviet statisticians eagerly 
compared accomplishments with capitalistic countries, they claimed only one 
fourth the output per worker of American beet-sugar factories; and, in view of 
the continuing advances in American productivity, the present differential is 
probably of the same order. Finally, American sugar consumption per capita also 
appears to be something like four times the Soviet figure. 

Irvine H. Stecer, The Twentieth Century Fund, Washington, D.C. 
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The Religion of China. By Max Weber. Translated by Hans H. Gerth. Glencoe, 
Illinois: The Free Press, 1951. Pp. xi, 308. $4.50. 


Mr. Weber’s study of the social implications of Confucianism and Taoism, 
which he began in 1913, forms an important section of his Gesammelte Aufsaetze 
zur Religionssoziologie (Tubingen, 1922-1923). He performed a truly prodigious 
task of marshaling and organizing information, but the monographs and the 
translated sources available to him were inadequate, and other reviewers (as 
Marion J. Levy, Jr., in the Far Eastern Quarterly, May 1952) have noted his 
disconcerting practice of generalizing on scattered evidence from widely sep- 
arated periods of history. 

There are frequent lapses in matters of detail: at one point, for example, he 
finds the Ming Dynasty (1368-1644) ruling in the eleventh century, and he 
makes a puzzling reference to a second T’ai-p’ing Rebellion, though only one 
rebellion of that name, lasting from 1850 to 1864, is known to historians. Some- 
times he oversimplifies, as when he remarks, conventionally, of opium, “As is 
well known, it was imposed by war from without, despite the sharpest resistance 
of the ruling strata.” In fact, the importation of opium to China was connived 
at by profit-seeking Chinese officials, and opium smoking itself, in its origins as 
a Chinese social phenomenon, was probably an apotheosis of inactivity, a form 
of conspicuous consumption for the leisure class. 

Nevertheless, Mr. Weber’s work is not to be discredited by such special or 
picayune faultfinding. His impressive theoretical effort commands respect and 
demands discussion on its own level. Essentially, in his tour through traditional 
Chinese society, Mr. Weber was taking the long way home to the European 
Reformation and to his thesis that the spread of the “Protestant ethic” was 
necessary for the rise of modern capitalism. Despite what he described as 
seemingly favorable social conditions, modern capitalist developments did not 
appear in China, and Mr. Weber saw the Confucian ethic as the inhibiting 
factor. Since Confucianism and Puritanism were in sharp contrast at several 
crucial points—the conception of the aesthetic value and self-sufficiency of the 
Confucian “princely man” vs. the Puritan “vocation,” the Confucian ideal of 
adjustment to the world vs. the Puritan ideal of the rational transformation of 
the world—Weber concluded that the negative influence of Confucianism in 
China, with respect to the development of capitalism, corroborated his theory 
of the positive influence, in this regard, of Puritanism in Europe. 

Yet Mr. Weber’s analysis of Chinese society seems to imperil his major thesis, 
not support it. For, while he must demonstrate that Confucianism played a 
determining role in the noncapitalist economic history of traditional China, 
he proves, at the very most, only an affinity between Confucian thought and an 
antifeudal, anticapitalist Chinese bureaucratic society. Which was the con- 
trolling factor, the social or the intellectual? The fact that the breakdown of 
Confucianism can be traced to the impact, in the nineteenth century, of the 
industrial West on the Chinese agrarian-bureaucratic society suggests the answer. 
And the answer is incompatible with Mr. Weber’s conclusion, both for Europe 
and China, that an ethic determines the “economic mentality” and hence decides 
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which of at least two potential courses a society may take. That Confucianism 
had anticapitalist implications Mr. Weber brilliantly showed; but, far from 
smothering capitalism in a potentially capitalist society, the Confucian pre- 
dominance had an anticapitalist society as its prerequisite, a stable society in 
which the key to power was the combined possession of land and office in a tax- 
collecting, centralized state. This society was not created by Confucianism, but 
the manipulators of power in it were admirably served by Confucianism’s tradi- 
tionalism, its antilegalist moral bias, its theory of free social mobility, and the 
premium it set on the mastery of a literary inheritance. It was a society in which 
the landed bureaucracy, by a combination of threat and lure, could always make 
abortive the revolutionary impulse in protocapitalist elements, a society always 
open to rebellion or invasion but never to revolution. As Weber stated, successful 
usurpation of the throne or successful invasion simply meant a different tax 
receiver, not an altered social order. 

It was probably Mr. Weber’s typical unhistorical concentration on ideal forms 
which led him astray. In order to emphasize the strategic importance of Con- 
fucianism in keeping China noncapitalist, he remarked that circumstances which 
were usually considered to have been obstacles to capitalist development in 
the Occident, the “fetters of feudalism,” for instance, had not existed for 
thousands:of years in China. It is true that ideally, logically, feudalism is blankly 
opposed to capitalism. But historically, chronologically, it has been a spur to 
capitalism, and the very absence of feudal restraints in China put a greater 
obstacle in the way of the expansion of capitalism than their presence in Europe 
(or, incidentally, in Japan, where capitalism evolved from feudalism with no 
“Protestant ethic” to prompt the change). For the antifeudal bureaucratic society 
of China, a self-charging, persisting society, just insofar as it was ideally more 
congenial than feudal society to elementary capitalist forms, accommodated and 
blanketed the embryonic capitalism, and ruined its revolutionary potential. 

JosepH R. Levenson, University of California, Berkeley 


LABOR 


AFL Attitudes Toward Production, 1900-1932. By Jean Trepp McKelvey. [Cornell 
Studies in Industrial and Labor Relations, Volume II.] Ithaca: Cornell Uni- 
versity, 1952. Pp. ix, 148. $1.00. 


Students of union-management co-operation are indebted to Mrs. McKelvey 
for making available her early studies of the roads over which organized labor 
and management engineers have traveled, sometimes widely separated and some- 
times on the same highway, toward a destination of increased production and 
growing productivity. She covers the period from the first years of the century 
to the early thirties, a span which witnessed the bitter opposition of the American 
Federation of Labor to scientific management and the gradual change to out-and- 
out co-operation in a number of special situations and in many official pronounce- 
ments by Samuel Gompers and through reports and resolutions of A.F. of L. 
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conventions. The book is well documented and there is a comprehensive bib- 
liography. The entire volume carries authority especially because the author did 
the original work twenty years ago when certain manuscripts, interviews, and 
some publications were more easily come by than they would be today. 

The book is divided into eight chapters, the first being a brief summary of 
the A.F. of L. wage philosophy at the beginning of the century, with its em- 
phasis on distribution. Chapter two recalls, with specific quotations, Frederick 
W. Taylor’s antagonism to organized labor and the responses in kind from 
Samuel Gompers and from representatives of the Machinists’ Union and the Metal 
Trades Department of the A.F. of L. But there is reference also to the valiant ef- 
forts of Robert Noxie, Robert Valentine, and Robert Wolf to convince their 
fellow engineers that “the one best way to perform an operation” must be 
acceptable to the person who has to do the job. 

Chapters three and four describe the improved status of organized labor and 
the growing sense of responsibility for production as a result of its representation 
on commissions and boards during the First World War and then the setback 
during the nineteen twenties because of the open-shop movement, the increased 
use of the labor injunction, the development of personnel and welfare work, the 
growth of company unions, and the difficulties of organizing workers during a 
period when real wages were increasing. 

The crux of the story is found in the chapters on “reconciliation” between 
organized labor and scientific management and on the A.F. of L. and union- 
management co-operation. They show the influence of Morris L. Cooke, dis- 
tinguished industrial engineer, from 1920 on, of Samuel Gompers and after 
his death William Green, of Otto Beyer through the introduction of the “B & G 
Plan,” and other interested individuals. But it was not personalities alone that 
represented the new approach to production. There were commitments by 
the A.F. of L., as for example in the annual reports of the Executive Council 
with a section on Union-Management Cooperation, beginning in 1925, and 
recommendations for joint-shop committees responsible for working out problems 
of production (1926) and the designation of “constructive” activities, such as 
“joint determination of production standards” and “joint committees to con- 
sider improvements in operating efficiency” (1927). Evidence is presented that 
a new wage theory was developing at the same time as shown in the report 
of the Resolutions Committee at the 1925 convention which advised unions to 
oppose all wage reductions, urging upon management “the elimination of wastes 
in production in order that selling prices may be lower and wages higher . . .” 

Chapter seven on union-management co-operation and the southern or- 
ganizing campaign makes useful reading for those who deplore the belligerency 
of labor organizers and recommend emphasis on labor’s ability to co-operate 
with management in increasing productivity. The campaign of 1930 is de- 
scribed as a combination of organizing, educational publicity by William Green, 
and individual conferences on union-management co-operation with industrialists 
by Geoffrey Brown, the A.F. of L. engineer. But all io no avail, unless it pre- 
pared the way in some slight measure for campaigns in the forties and at the 
present time. 

In her final chapter, the author summarizes the material and offers an in- 
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terpretation of labor’s recognition of its basic interest in production. It is at this 
point that the reviewer usually raises points of disagreement with the author, 
but I find none. One wonders, however, to what extent Mrs. McKelvey found 
concern on the part of the labor officials of that period for drawing the rank 
and file into this co-operation at the plant level and for studying the effect on 
production caused by additional information and personal recognition accorded 
to the individual worker. It might also be added to the Epilogue, in which Mrs. 
McKelvey glimpses at developments in the subsequent two decades, that where 
both management and the union, A.F. of L. or C.1.0., feel secure there is much 
informal co-operation on job evaluation, time study, waste elimination, etc., which 
consciously or unconsciously rests some of its assurance on the early experiments 


and the pronouncements of the 1920’s. 
DoroTHEA DE ScHWEINITZ, Washington, D.C. 


Compulsory Labor Arbitration in France, 1936-1939. By Joel Colton. New York: 
Kings Crown Press, Columbia University, 1951. Pp. xvi, 220. $3.25. 


In 1950 the French Parliament enacted a law to permit, and presumably to 
encourage, free collective bargaining after a decade of wage fixing (not merely 
wage control) by the government. Employer associations and unions alike re- 
jected the government’s proposal for a return to the prewar system of com- 
pulsory arbitration. “The pacific settlement of labor disputes,” Jean Rivero ob- 
served in an article of profound melancholy, “must be added to the list of war 
victims.” 

This “war victim,” the compulsory arbitration system under which France 
operated for less than three years and which the government abruptly terminated 
as soon as war came, is the subject of Joel Colton’s important monograph, one 
of the studies in the history of French economic institutions launched under the 
aegis of Shepard B. Clough at Columbia. Relating the 1936-1939 experiment 
to the long background of employer-union hostility and to the political, social, 
and economic climate of the France of Blum, Chautemps, Daladier—and the 
shadow of Hitler—Mr. Colton raises clearly and deals competently with the 
significant questions: Why did the unions so suddenly accept, even demand, an 
institution they had so long fought? What were the mechanics of compulsory 
arbitration? How effectively did the system relate wages to soaring prices? What 
did it do to the right to strike? How well were decisions enforced? How did 
administration change as the government moved to the right? In general, did 
the system induce labor and management to accept the goals and methods of 
collective bargaining, of “mutual survival” in economic life? Or did they throw 
their own responsibilities on to the state, perhaps taking on some of the habits 
of a corporate regime to replace those of a weary and lacerated democracy? 

Mr. Colton concludes that compulsory arbitration “made a valuable contribution 
to industrial peace. . . . The goal . . . could not be the abolition of strikes and 
lockouts. That end could be accomplished only in a police state. The arbitration 
system of the Third Republic had a more limited purpose: to diminish the num- 
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ber of disputes that might otherwise flare into open conflict... . That goal it 
accomplished. Despite its theoretically compulsory nature, the French arbitration 
system represented no more than a large scale social service—the establishment of 
governmental machinery to assist in the settlement of industrial disputes” (p. 155). 

It is a merit of Mr. Colton’s book to offer enough material to show why some 
others, observers and participants, have been less optimistic about the success of 
compulsory arbitration, particularly about the direction in which it was leading. 
It is easy to say now that none of the conditions for the success of this bold 
experiment existed in the few years before the war cut it short: a strong, re- 
sponsible labor movement; a measure of employers’ acceptance of limitations on 
their authority; the revival of industrial production; a continuity of government 
policy in favor of collective bargaining; a minimum of international security for 
France. The General Confederation of Labor was a prey to factional dissension 
and increasing manipulation by the Communists, until they led it into the 
catastrophic general strike of 1938. Employers made none of the adjustment to 
a new relationship with labor which employers in this country made, rather 
amazingly, after the validation of the Wagner Act. In part for the same reasons, 
there was little economic recovery under Blum, and no continuity of government 
social policy after Blum. Hitler deprived France of the freedom to make social 
experiments that could not be absorbed without social turmoil. 

Mr. Colton disclaims any intention to draw lessons for other countries. Some 
are implicit for those who believe that human experience illuminates human 
problems. We are becoming less complacent in this country than we used to be 
about the adequacy or even the possibility of complete “voluntarism” in labor 
relations. Mr. Colton’s study is therefore for the statesman, or at least his research 
staff, as well as for the scholar. 

There is no comparable full-length study of the subject in retrospect, even in 
French. Mr. Colton’s book reminds us that French labor and, even more, business 
institutions and government economic and social policies remain a rich mine 
for the exploration of economists, historians, sociologists, and other social 
scientists. 


Vat R. Lorwin, Ithaca, New York 


Ernest Jones: Chartist—Selections from the Writings and Speeches of Ernest Jones 
with Introduction and Notes. By John Saville. London: Lawrence and Wishart 
Ltd., 1952. Pp. 284. 255. 


Although Maccoby, the historian of English radicalism, has recognized Ernest 
Jones as “the most remarkable Ultra-Radical politician of the next quarter of a 
century” (after 1846), Mr. Saville is probably justified in asserting that Jones’s 
place in mid-Victorian England has not been adequately understood. Special 
books, like Hovell’s on Chartism, treat Jones favorably, and he is fairly appraised 
in the D.N.B.; but E. L. Woodward in the Oxford History of England describes 
him as “never more than a provincial barrister with a taste for letters,” and “a 
poor creature, excitable, immensely proud of his mediocre talents, and full of 
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German romanticism.” These comments, standing as they do without qualifica- 
tion, are not just to the Jones who emerges in the volume under review. Surely, 
more than ordinary integrity characterizes a man who endured imprisonment and 
spurned a £2,000 annual legacy for his beliefs. Surely, no mediocre revolutionary 
could sense the needs of working-class organization as completely as does Jones, 
or put so much bite into hyperbolic denunciations as in that of the British Crown— 
“On its colonies the sun never sets, but the blood never dries.” It is now easy to 
see where Jones went absurdly wrong in his social analysis, but it is apparent 
also that he had prophetic insights. 

For a full-scale biography of Jones, Mr. Saville has collected some previously 
inaccessible basic materials and has indicated in his bibliography where the great 
bulk of sources may be found. His own seventy-page biography presented in the 
introduction is both sympathetic and critical. This, together with selections from 
Jones’s speeches and writings introduced by explanatory notes, excerpts from the 
Marx-Engels correspondence concerning Jones, and other items in the appendices 
reveal, if they do not resolve, the main problems confronting a biographer. 

How did it happen that a happily married man, aged twenty-seven, belonging 
to the gentry class, embarrassed but not ruined by financial misfortune, became 
identified with the most militant section of the working-class movement? To 
what extent was personal ambition mixed with genuine conviction through the 
changes from radicalism, to Marxian socialism with its emphasis on the class 
war, to a kind of radical liberalism? Was he, after constant rebuffs, on the verge 
of a parliamentary career in 1869 when he died at the age of fifty? And was 
Engels, in view of the previously bitter exchanges with Marx on Jones’s apostasy, 
only consoling himself when he wrote at the end that Jones was “at bottom, 
entirely on our side”? Whatever may be the answers to these and many other 
questions, it is clear that Jones could hardly have chosen a less appropriate time 
for his radical career. At the high point of Victorian complacency the British 
working classes were least inclined to behave as, in the Marxian analysis of society, 
they were supposed to, but throughout these years Jones displayed an extraor- 
dinary capacity for being unbeaten by failure. 

Mr. Saville should write the biography that Ernest Jones deserves. 


Wittson H. Coates, University of Rochester 


Manpower Resources and Utilization: Principles of Working Force Analysis. By 
A. J. Jaffe and Charles D. Stewart. New York: John Wiley and Sons, Inc., 
1951. Pp. xii, 532. $6.50. 


Working-force analysis as a field of study has undergone an extraordinarily 
rapid expansion during the last decade. The behavior of the “economically 
active” population of the United States and other areas has been discussed, in- 
terpreted, and predicted in such a variety of its aspects that even the specialist may 
easily have missed the results of some of these numerous studies. A. J. Jaffe and 
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Charles D. Stewart have, therefore, performed a valuable service by bringing 
together in one volume much of the material so far available. 

They have divided their discussion into three major topics: Problems of Measure- 
ment and _frnalysis, Description of the United States Working Force, and the 
Working force in Its Social and Economic Context. A brief introduction outlines 
the development of interest in the subject before 1940, and the first of the major 
sections deals extensively with what are essentially problems of concept or definition: 
that is, what part of the population is to be included as in “the working force,” 
how is this affected by the level of economic development of the area under study, 
and what is the influence on definition of the uses to which the data are to be put. 

The second section draws heavily on work done in the United States Bureau 
of the Census’ Current Population Surveys on individual and family character- 
istics of persons in the labor force. These statistical studies, conducted over the 
past decade, provide a wealth of material which has not as yet been thoroughly 
exploited. They have been analyzed and interrelated here in a manner that adds 
to their significance. The historical, that is, pre-1940, data in this section are 
necessarily less detailed and less firmly based than material for more recent years, 
but they indicate some of the trends which underlie current observations. 

The last section is concerned with factors that are more difficult to measure 
than the descriptive characteristics included in the second part but which are 
basic to an understanding of the relationship between the working force and 
other economic and social characteristics of a society. The implications of 
technological development for skill requirements, the effects of migration on the 
size as well as on the composition of the working forces, and the attitudes of 
the population and of various segments of society toward participation by certain 
groups of the population in the labor force are some of the items discussed here. 
The authors point up the complexity of the causal mechanisms involved in what 
on the surface may appear to be comparatively simple relationships—as, for 
example, in their analysis of the association between changing technology and 
the increasing participation of women in the labor force. Much of this section 
is, of course, in the realm of speculation (although it is informed speculation) 
and the reader is sometimes distracted by a general impression of diffuseness. 

This diffuseness, from which the first section also suffers occasionally, is 
perhaps the price paid for avoiding the greater dangers of oversimplification. 
Some of the material, however, might have been included in the appendixes. 
Apart from this, the book is certainly a much needed summary and should 
provide a satisfactory introduction to the subject for persons not working directly 
in the field. 

ANN Ratner Miter, University of Pennsylvania 








Recent Publications in Economic History 
Compiled by MULFORD MARTIN 


Adler, John H., and others. Public Finance and Economic Development in Guatemala. Stanford: 
Stanford University Press, 1952. Pp. 282. $5.00. 

Angle, Paul M. Bloody Williamson: A Chapter in American Lawlessness. New York: —" 
1952. Pp. 299. $4.00. 

Anstey, Vera. The Economic Development of India. Fourth edition. London: Longmans, 1952. 
Pp. 677. 40s. 

Ashworth, William. 4 Short History of the International Economy, 1850-1950. London: Long- 
mans, 1952. Pp. 256. 18s. 

Barceld, José L. Historia econédmica de Espaiia. Madrid: A. Aguado, 1952. Pp. 377. 

Barreda, Fernando. Comercio maritimo entre los Estados Unidos y Santander (1778-1829). 
Santander: Centro de Estudios Montafieses, 1950. Pp. 99. 

Beck, Geraldine M. A Survey of British Employment and Unemployment, 1927-45. Oxford: 
Oxford University Institute of Statistics, 1951. Pp. 83. 

Bellot, Hugh H. American History and American Historians: A Review of Recent Contributions 
to the Interpretation of the History of the United States. London: Athlone Press, 1952. 
Pp. 336. 25s. 

Bennett, Eric. The Worshipful Company of Carmen of London: A Short History. London: 
Worshipful Company of Carmen, 1952. Pp. 181. 42s. 

Bentham, Jeremy. Economic Writings: Critical Edition Based on His Printed Works and 
Unprinted Manuscripts by W. Stark. 2 vols. London: Published for The Royal Economic 
Society by George Allen and Unwin, Ltd., 1952. Pp. 412, 458. 70s. 

Bergson, Abram, and Turgeon, Lynn. Prices of Iron and Steel Products in the Soviet Union, 
1928-1950: A Summary Report. Santa Monica, Calif.: Rand Corporation, 1952. Pp. 14. 

Black, Robert C. The Railroads of the Confederacy. Chapel Hill: University of North Carolina 
Press, 1952. Pp. 360. $6.00. 

Boyd, Catherine E. Tithes and Parishes in Medieval Italy: The Historical Roots of a Modern 
Problem. Ithaca: Cornell University Press, 1952. Pp. 291. $4.00. 

Bridges, Hal. Iron Millionaire: Life of Charlemagne Tower. Philadelphia: University of Pennsyl- 
vania Press, 1952. Pp. 322. $4.75. 

Bruce, Alfred W. The Steam Locomotive in America: Its Development in the Twentieth Cen- 
tury. New York: Norton, 1952. Pp. 455. $7.50. 

Bruhat, Jean. Histoire du mouvement ouvrier francais. Tome I: Des origines a la révolte des 
canuts. Paris: Editions Sociales, 1952. Pp. 287. Fr. 390. 

The Cambridge Economic History of Europe. Vol. Il: Trade and Industry in the Middle Ages. 
Edited by M. Postan and E. E. Rich. Cambridge, England: Cambridge University Press, 1952. 
Pp. 604. 455. 

Cantillon, Richard. Essai sur la nature du commerce en général. Texte de l’édition originale 
de 1755, avec des études et commentaires par Alfred Sauvy. Paris: Institut Nationale 
d’Etudes Démographiques, 1952. Pp. 192. 

Caracciolo, Alberto. 11 movimento contadino nel Lazio (1870-1922). Rome: Edizioni Rinascita, 
1952. Pp. 245. L. 800. 

Cessi, Roberto. Politica ed economia di Venezia nel Trecento: Saggi. Rome: Edizioni di Storia 
e Letteratura, 1952. Pp. 282. 

Chambers, Clarke A. California Farm Organizations: A Historical Study of the Grange, The 
Farm Bureau, and The Associated Farmers, 1929-1941. Berkeley: University of California 
Press, 1952. Pp. 277. $3.75. 

Clark, James A., and Halbouty, M. T. Spindletop. New York: Random House, 1952. Pp. 306. 
$3.95. 

Clark, John G. D. Prehistoric Europe: The Economic Basis. London: Methuen, 1952. Pp. 349. 
60s. 


134 














Recent Publications 135 





Clark, Ronald H. Chronicles of a Country Works, Being a History of Messrs. Charles Burrell 
and Sons, Ltd. of Thetford, the Famous Traction Engine Builders. London: P. Marshall, 
1952. Pp. 305. 63s. 

Cleland, Robert G. The Cattle on a Thousand Hills: Southern California, 1850-1880. Second 
edition. San Marino: Huntington Library, 1951. Pp. 365. $5.00. 

Clement, William E., and Landry, Stuart O. Plantation Life on the Mississippi. New Orleans: 
Pelican Publishing Co., 1952. Pp. 212. $3.75. 

Clow, Archibald, and Clow, Nan L. The Chemical Revolution: A Contribution to Social 
Technology. London: Batchworth Press, 1952. Pp. 680. 50s. 

Cole, Arthur H., and Watts, George B. The Handicrafts of France as Recorded in the Descriptions 
des arts et métiers 1761-1788, Publication of the Kress Library of Business and Economics, 
No. 8. Boston: Baker Library, Harvard Graduate School of Business Administration, 1952. 
Pp. 43. 

Cole, G. D. H. Introduction to Economic History, 1750-1950. London: Macmillan, 1952. Pp. 
232. 108. 

Coleman, Charles M. P. G. and E. of California: The Centennial Story of Pacific Gas and 
Electric Company, 1852-1952. New York: McGraw-Hill, 1952. Pp. 385. $4.50. 

Collinet, Michel. Essai sur la condition ouvriére, 1900-1950: L’Ouvrier francais. Avant-propos 
par Edouard Dolléans. Paris: Editions Ouvriéres, 1951. Pp. 197. 

Copeland, Morris A. A Study of Moneyflows in the United States, Publications of the National 
Bureau of Economic Research, No. 54. New York: National Bureau of Economic Research, 
1952. Pp. 338, 241. $7.50. 

Cowles Commission for Research in Economics. Economic Theory and Measurement: A Twenty 
Year Research Report, 1932-1952. Chicago: Cowles Commission, 1952. Pp. 180. 

Craf, John R. Economic Development of the United States. New York: McGraw-Hill, 1952. 
Pp. 598. $5.00. 

Dalido, Pierre. Jersey, ile agricole Anglo Normande; étude de sociographie. Préface de Lucien 
Febvre. Vannes: A. Chaumeron, 1951. Pp. 450. 

De Maddalena, Aldo. Prezzi e aspetti di mercato in Milano durante il secolo XVII. Milan: 
Malfasi Editore, 1949. Pp. 212. 

Demant, Vigo A. Religion and the Decline of Capitalism. London: Faber, 1952. Pp. 204. 12s. 
6d. 

De Poerck, G. La Draperie médiévale en Flandre et en Artois: Technique et terminologie. 3 vols. 
Bruges: De Tempel, 1951. Pp. 342, 254, 196. 

Dillingham, William P. Federal Aid to Veterans, 1917-1941. Gainesville: University of Florida 
Press, 1952. Pp. 258. $4.50. 

Dobb, Maurice H. Some Aspects of Economic Development: Three Lectures. Delhi: Ranjit, 1951. 
Pp. 92. 

Dorf, Philip. The Builder: A Biography of Ezra Cornell. New York: Macmillan, 1952. Pp. 459. 
$5.00. 

Dovring, Folke. De staende skatterna pa jord, 1400-1600. With a Summary: Annual Land-Taxes 
in Sweden during the Fifteenth and Sixteenth Centuries. Lund: Gleerup, 1951. Pp. 437. 

Du Plessis, Johannes C. Economic Fluctuations in South Africa, 1910-1949. Stellenbosch: Bureau 
for Economic Research, Faculty of Commerce of the University of Stellenbosch, 1951. Pp. 
75: 

Fontaines de Logéres, Marc de. Les Mouvements de prix aux Etats-Unis dans la période de 
reconversion. Paris: A. Colin, 1952. Pp. 223. 

Fryde, Matthew M. Selected Works on Polish Agrarian History and Agriculture: A Bibli- 
ographical Survey. New York: Mid-European Studies Center, 1952. Pp. 87. 

Fussell, George E. The Farmer’s Tools, 1500-1900: The History of British Farm Implements, 
Tools and Machinery Before the Tractor Came. London: Melrose, 1952. Pp. 246. 42s. 





136 The Journal of Economic Htstory 





Ganshof, Francois L. Feudalism. Translated by Philip Grierson, with a foreword by F. M. 
Stenton. London: Longmans, 1952. Pp. 160. 16s. 

Gay, Peter. The Dilemma of Democratic Socialism: Eduard Bernstein’s Challenge to Marx. 
New York: Columbia University Press, 1952. Pp. 334. $4.50. 

Geck, Ludwig H. A., and Ridder, Bernhard (eds.). Theodor Brauer, ein sozialer Kampfer: 
Gedenkschrift zur 10. Wiederkehr seines Todestages. Kéln: Kolping-Verlag, 1952. Pp. 72. 

Gendarme, René. L’Expérience francaise de la nationalisation industrielle et ses enseignements 
économiques. Paris: Librairie de Médicis, 1950. Pp. 244. 

Gerentz, Sven. Kommerskollegium och Ndringslivet, 1651-1951: Minnesskrift. Stockholm: 
Kungl. Kommerskollegium, 1952. Pp. 428. 

Gerschenkron, Alexander, and Nimitz, Nancy. A Dollar Index of Soviet Petroleum Output, 
1927-28 to 1937. Santa Monica, Calif.: Rand Corporation, 1952. Pp. 210. 

Gill, Conrad. History of Birmingham. 2 vols. London: Published for the Birmingham City 
Council by Oxford University Press, 1952. Pp. 454, 384. 63s. 

Goldman, Eric F. Rendezvous with Destiny: A History of Modern American Reform. New 
York: Knopf, 1952. Pp. 503. $5.00. 

Gorter, Wytze, and Hildebrand, G. H. The Pacific Coast Maritime Shipping Industry, 1930-1948. 
Vol. I: An Economic Profile. Berkeley: University of California Press, 1952. Pp. 131. $2.50. 

Goudswaard, Johan M. Some Aspects of the End of Britain’s “Splendid Isolation,” 1898-1904. 
Rotterdam: W. L. and J. Brusse, 1952. Pp. 123. 

Granovsky, Abraham. The Land System in Palestine: History and Structure. London: Eyre and 
Spottiswoode, 1952. Pp. 359. 218. 

Green, Fletcher M. The Lides Go South . .. and West: The Record of a Planter Migration in 
1835. Columbia: University of South Carolina Press, 1952. Pp. 51. $1.00. 

Guglielmi, J.-L. Naissance et formation des trade unions des mineurs en Grande-Bretagne, 
1843-1919. Paris: A. Colin, 1952. Pp. 160. 

Gurvitch, Georges (ed.). Industrialisation et technocratie. Introduction de Lucien Febvre. Paris: 
A. Colin, 1949. Pp. 214. c 

Gutsche, Heinz. Die Entwicklung der Volkswirtschaftslehre. Berlin: Colloquium-Verlag, 1949. 
Pp. 252. 

Hale, Nathaniel C. Virginia Venturer, A Historical Biography of William Claiborne, 1600-1677: 
The Story of the Merchant Venturers Who Founded Virginia, and the War in the Chesa- 
peake. Richmond: Dietz Press, 1951. Pp. 340. $5.00. 

Handley, James E. Scottish Farming in the Eighteenth Century. London: Faber, 1953. Pp. 
314. 255. 

Hardin, Charles M. The Politics of Agriculture: Soil Conservation and the Struggle for Power 
in Rural America. Glencoe, Ill.: Free Press, 1952. Pp. 282. $4.00. 

Harvey, Robert O. Land Uses in Bloomington, Indiana, 1818-1950. Indiana Business Studies, 
No. 33. Bloomington: Bureau of Business Research, School of Business, Indiana University, 
1951. Pp. 84. 

Henrich, Dieter. Die Einheit der Wissenschaftslehre Max Webers. Tubingen: J. C, B. Mohr, 
1952. Pp. 132. 

Howe, Ellic, and Child, John. The Society of London Bookbinders, 1780-1951. London: 
Sylvan Press, 1952. Pp. 288. 30s. 

Hull, Isaac H. Built of Men: The Story of Indiana Cooperatives. New York: Harper, 1952. 
Pp. 212. $3.00. 

Hunter, Dard. Papermaking in Pioneer America. Philadelphia: University of Pennsylvania Press, 
1952. Pp. 178. $6.50. 

Insh, George P. The Scottish Jacobite Movement: A Study in Economic and Social Forces. 
Edinburgh: Moray Press, 1952. Pp. 194. 15s. 

Jackson, William T. Wagon Roads West: A Study of Federal Road Surveys and Construction 











Recent Publications 137 





in the Trans-Mississippi West, 1846-1869. Berkeley: University of California Press, 1952. 
Pp. 422. $5.00. 

Johnson, Gerald W. The Making of a Southern Industrialist: A Biographical Study of Simpson 
Bobo Tanner. Chapel Hill: University of North Carolina Press, 1952. Pp. 84. $2.00. 

Johnson, Ole S. The Industrial Store: Its History, Operations, and Economic Significance. Atlanta: 
School of Business Administration, University of Georgia, 1952. Pp. 171. 

Jones, Rudolph. The Relative Position of Small Business in the American Economy Since 1930. 
Washington: Catholic University of America Press, 1952. Pp. 35. [Abstract of thesis.] 

Josephson, Matthew. Sidney Hillman, Statesman of American Labor. Garden City: Doubleday, 
1952. Pp. 701. $5.00. 

Kaplan, Norman M. Capital Investments in the Soviet Union, 1924-1951. Santa Monica, Calif.: 
Rand Corporation, 1952. Pp. 218. 

Kay, Frederick G. Pioneers of British Industry. London: Rockliff, 1952. Pp. 338. 255. 

Keyser, Jacques de. La Politique économique britannique: Les faits et la doctrine. Anvers: 
Bernaerts, 1950. Pp. 349. 

Kipnis, Ira. The American Socialist Movement, 1897-1912. New York: Columbia University 
Press, 1952. Pp. 496. $6.00. 

Knowles, Kenneth G. J. C. Strikes: A Study in Industrial Conflict, with Special Reference to 
British Experience Between 1911 and 1947, Oxford University Institute of Statistics, 
Monographs, 3. Oxford: Blackwell, 1952. Pp. 330. 42s. 

Kohan, C. M. Works and Buildings, History of the Second World War, United Kingdom Civil 
Series. London: H. M. Stationery Office, 1952. Pp. 540. 325. 6d. 

Lacour-Gayet, Jacques. Histoire du commerce. Tome V: Le commerce depuis le milieu du 
XIX¢ siécle. Paris: SPID, 1952. Pp. 446. 

Lewis, Kenneth B. Steel Wire in America. Stamford, Conn.: Wire Association, 1952. Pp. 351. 

Lopez Aparicio, Alfonso. E] movimento obrero en México: Antecedentes, desarrollo y tendencias. 
México, D. F.: Editorial Jus, 1952. Pp. 276. 

Lovett, Robert W. (comp.). List of Business Manuscripts in Baker Library. Second edition. 
Boston: Baker Library, Harvard Graduate School of Business Administration, 1951. Pp. 
213. $1.50. 

McCampbell, Coleman. Texas Seaport: The Story of the Growth of Corpus Christi and the 
Coastal Bend Area. New York: Exposition Press, 1952. Pp. 305. $3.95. 

McCarran, Sister Margaret P. Fabianism in the Political Life of Britain, 1919-1931. Washington: 
Catholic University of America Press, 1952. Pp. 612. 

McEntire, Davis. The Labor Force in California: A Study of Characteristics and Trends in Labor 
Force, Employment, and Occupations in California, 1900-1950. Berkeley: University of 
California Press, 1952. Pp. 101. $2.50. 

McKie, Douglas. Antoine Lavoisier: Scientist, Economist, Social Reformer. New York: H. 
Schuman, 1952. Pp. 400. $6.00. 

Marx, Karl. Theories of Surplus Value: A Selection from the Volumes Published Between 1905 
and 1910 as Theorien tiber den Mehrwert, edited by Karl Kautsky. Translated from the 
German by G. A. Bonner and Emile Burns. London: Lawrence and Wishart, 1951. Pp. 
432. 255. 

Massey, Mary E. Ersatz in the Confederacy. Columbia: University of South Carolina Press, 1952. 
Pp. 245. $5.00. 

Masterson, Vincent V. The Katy Railroad and the Last Frontier. Norman: University of Okla- 
homa Press, 1952. Pp. 312. $4.00. 

Maxwell, James A. Federal Grants and the Business Cycle, Fiscal Studies, 4. New York: National 
Bureau of Economic Research, 1952. $2.00. 

Mirsky, Jeannette, and Nevins, Allan. The World of Eli Whitney. New York: Macmillan, 1952. 
Pp. 346. $5.75. 





138 The Journal of Economic History 





Morelly. Code de la nature; ou, le véritable esprit de ses lois: 1755. Publié avec une introduction 
et des notes par Gilbert Chinard. Paris: R. Clavreuil, 1950. Pp. 335. 

Morton, Arthur L. The English Utopia. London: Lawrence and Wishart, 1952. Pp. 230. 18s. 

Nasatir, Abraham P. (ed.). Before Lewis and Clark: Documents Illustrating the History of the 
Missouri, 1785-1804. 2 vols. St. Louis: St. Louis Historical Documents Foundation, 1952. 
Pp. 853. 

Nelson, Lowry. The Mormon Village: A Pattern and Technique of Land Settlement. Salt Lake 
City: University of Utah Press, 1952. Pp. 313. $5.00. 

Nye, Russel B. Midwestern Progressive Politics: A Historical Study of Its Origins and Develop- 
ment, 1870-1950. East Lansing: Michigan State College Press, 1951. Pp. 422. $5.00. 
Parkinson, Cyril N. The Rise of the Port of Liverpool. Liverpool: University Press, 1952. Pp. 163. 

255. 

Pettengill, George W. The Story of the Florida Railroads, 1834-1903. Boston: Railway and 
Locomotive Historical Society, 1952. Pp. 133. 

Piettre, André. L’Economie allemande contemporaine (Allemagne Occidentale), 1945-1952. 
Paris: Editions M. Th. Génin, 1952. Pp. 672. 

Ponti, Ermanno. II Banco di Santo Spirito e la sua funzione economica in Roma Papale (1605- 
1870). Rome: Officina Poligrafica Laziale, 1951. Pp. 205. 

Pélnitz, Gotz von. Jakob Fugger: Quellen und Erliuterungen. Tibingen: Mohr, 1951. Pp. 669. 

Pommery, Louis. Apergu d'histoire économique contemporaine. 2 vols. Paris: Librairie de 
Médicis, 1952. Pp. 392, 283. 

Postan, M. M. British War Production, History of the Second World War, United Kingdom 
Civil Series, Introductory Series. London: H. M. Stationery Office, 1952. Pp. 512. 32s. 6d. 

Pounds, Norman J. G. The Ruhr: A Study in Historical and Economic Georgaphy. London: 
Faber, 1952. Pp. 283. 25s. 

Powell, Philip W. Soldiers, Indians and Silver: The Northward Advance of New Spain, 
1550-1600. Berkeley: University of California Press, 1952. Pp. 317. $4.50. 

Prokopovich, S. N. Narodnoe Khozyaistvo SSSR. [The economy of the Soviet Union.] 2 vols. 
New York: Chekhov Publishing House, 1952. Pp. 398, 355. $6.50. 

Raynal, Guillaume T. F. L’Anticolonialisme au XVIII® siécle: Histoire philosophique et 
politique des établissements et du commerce des Européens dans les deux Indes. Paris: 
Presses Universitaires de France, 1951. Pp. 318. 

Ritter, Hugo. Der Mensch und das Geld: Sinn und Unsinn des Geldes im Kampf um den 
Fortschritt. Munich: Wilhelm Goldmann Verlag, 1952. Pp. 430. 

Robbins, Lionel C. The Theory of Economic Policy in English Classical Political Economy. 
London: Macmillan, 1952. Pp. 217. 15s. 

Roberts, Clarence N. A History of the Firebrick and Refractories Industry in Missouri. Rolla: 
Missouri School of Mines, 1950. Pp. 82. 

Sapori, Armando. Le Marchand Italien au Moyen Age: Conférences et bibliographie. Intro- 
duction de Lucien Febvre. Paris: A. Colin, 1952. Pp. 126. 

Schlote, Werner. British Overseas Trade from 1700 to the 1930s. Translated by W. O. Henderson 
and W. H. Chaloner. Oxford: Blackwell, 1952. Pp. 181. 22s. 6d. 

Scott, David. The Correspondence of David Scott, Director and Chairman of the East India 
Company, Relating to Indian Affairs, 1787-1805. Edited by C. H. Philips. 2 vols. Camden 
Third Series, Vols. 75-76. London: Offices of the Royal Historical Society, 1951. Pp. 458. 

Sheehan, Donald H. This Was Publishing: A Chronicle of the Book Trade in the Gilded Age. 
Bloomington: Indiana University Press, 1952. Pp. 288. $3.75. 

Sim, Mary B. Commercial Canning in New Jersey: History and Early Development. Trenton: 
New Jersey Agricultural Society, 1952. Pp. 510. $7.00. 

Simpson, Lesley B. Exploitation of Land in Central Mexico in the Sixteenth Century. Berkeley: 
University of California Press, 1952. Pp. 92. $1.50. 





Recent Publications 139 





Singer, Charles J. Technology and History. London: Oxford University Press, 1952. Pp. 19. 2s. 

Soboul, Albert. Les Papiers des sections de Paris (1790-An IV): Répertoire sommaire. Paris: 
M. Lavergne, 1950. Pp. 124. 

Soule, George. Ideas of the Great Economists. New York: Viking, 1952. Pp. 218. $3.50. 

Spiegel, Henry W. (ed.). The Development of Economic Thought: Great Economists in Per- 
spective. New York: Wiley, 1952. Pp. 811. $6.50. 

Stone, Nahum I. One Man’s Crusade for an Honest Tariff: The Story of Herbert E. Miles, 
Father of the Tariff Commission. Appleton, Wis.: Lawrence College Press, 1952. Pp. 120. 
$3.00. 

Storck, John, and Teague, W. D. Flour for Man’s Bread: A History of Milling. Minneapolis: 
University of Minnesota Press, 1952. Pp. 382. $7.50. 

Strawhorn, John, and Boyd, William. Ayrshire, The Third Statistical Account of Scotland, Vol. 1. 
Edinburgh: Oliver and Boyd, 1951. Pp. 885. 20s. 

Sutherland, Lucy S. The East India Company in Eighteenth-Century Politics. Oxford: Clarendon 
Press, 1952. Pp. 430. 35s. 

Svensson, Sven. Den merkantila bakgrunden till Rysslands anfall pa den Livlindska ordensstaten, 
1558; en studie till den ryska imperialismens uppkomsthistoria. Lund: C. W. K. Gleerup, 
1951. Pp. 178. 

Taylor, Henry C., and Taylor, Anne D. The Story of Agricultural Economics in the United 
States, 1840-1932: Men, Services, Ideas. Ames: Iowa State College Press, 1952. Pp. 1121. 
$10.00. 

Threlfall, Richard E. The Story of 100 Years of Phosphorus Making, 1851-1951. Oldbury, 
England: Albright and Wilson, 1951. Pp. 400. 25s. 

Tinbergen, Jan. Business Cycles in the United Kingdom, 1870-1914. Amsterdam: North-Holland 
Publishing Co., 1951. Pp. 139. 

Tindall, George B. South Carolina Negroes, 1877-1900. Columbia: University of South Carolina 
Press, 1952. Pp. 336. $5.00. 

Titone, Virgilio. Economia e politica nella Sicilia del Sette e Ottocento. Palermo: Flaccovio, 
1947. Pp. 245. 

Trouton, Ruth. Peasant Renaissance in Yugoslavia, 1900-1950: A Study of the Development 
of Yugoslav Peasant Society as Affected by Education. London: Routledge and Kegan 
Paul, 1952. Pp. 344. 28s. 

Trugenberger, Alberto E. San Bernardino da Siena: Considerazioni sullo sviluppo dell’etica 
economica cristiana nel primo Rinascimento. Bern: A. Francke, 1951. Pp. 142. 

Wagoner, Junior J. History of the Cattle Industry in Southern Arizona, 1540-1940. Tucson: 
University of Arizona, 1952. Pp. 132. $1.25. 

Weber, Thomas. The Northern Railroads in the Civil War: 1861-1865. New York: King’s 
Crown Press, 1952. Pp. 318. $4.00. 

Weeks, Jack. Yankee Iron: The Story of the Eastern Malleable Iron Company. Naugabuck, 
Conn.: Eastern Malleable Iron Co., 1952. Pp. 140. 

Werner, Robert. L’Approvisionnement en pain de la population du Bas-Rhin et de l Armée du 
Rhin pendant la Révolution, 1789-1797. Strasbourg: F. X. Le Roux, 1951. Pp. 634. 

Wertz, Virgil R. Economic Trends in Agriculture. Second edition. Columbus, Ohio: Horton 
Printing Service, 1951. Pp. 402. $4.50. 

West, Robert C. Colonial Placer Mining in Colombia. Baton Rouge: Louisiana State University 
Press, 1952. Pp. 157. $3.00. 

Williams, Harold A. The Western Maryland Railway Story: A Chronicle of the First Century. 
Baltimore: Western Maryland Railway Co., 1952. Pp. 134. 

Williamson, Harold F. Winchester: The Gun That Won the West. Washington: Combat 
Forces Press, 1952. Pp. 493. $10.00. 





140 The Journal of Economic History 





Witte, Edwin E. Historical Survey of Labor Arbitration. Philadelphia: University of Pennsylvania 
Press for the Labor Relations Council of the Wharton School of Finance and Commerce, 
1952. Pp. 64. $1.00. 

Wyman, Walker D. (ed.). California Emigrant Letters. New York: Bookman Associates, 1952. 
Pp. 177. $3.00. 

Yang, Lien-shéng. Money and Credit in China: A Short History. Cambridge: Harvard University 
Press, 1952. Pp. 143. $4.00. 

Zaleski, Eugene. Les Courants commerciaux de l'Europe Danubienne au cours de la premiére 
moitié du XX ™€ siécle. Paris: Librairie Générale de Droit et de Jurisprudence, 1952. Pp. 564. 


fa PHILOSOPHICAL LIBRARY PUBLICATIONS = 





The SOVIET IMPACT 
on SOCIETY 


by Dagobert D. Runes 
Preface by Harry Elmer Barnes 


In what manner has Kremlin-con- 
trolled Sovietism raised or lowered 
human standards? Is man in Soviet 
society master of his own fate? May 
he follow unhampered his self-chosen 
vocation and avocation? Can he ex- 
press his ideas and feelings as he 
wishes? Can he join his neighbors in 
groups, unions and confederations? Are 
his social or cultural activities dictated 
by political potentates? 

To these and other basic questions 
the distinguished philosopher offers an 
unbiased reply, out of his direct obser- 
vations and _ studies. $3.75 


20th CENTURY 
ECONOMIC THOUGHT 


Edited by Glenn E. Hoover, 
Mills College 


In this stimulating book, twenty 
of the most perplexing economic 
problems of our time are analyzed 
by professional economists. Each 
contributor was asked to express 
his opinion freely, without regard 
to the opinions of the others. 
Although written primarily for the 
general reader, students and 
teachers of economics will find it 
invaluable. $12.00 


PHILOSOPHICAL LIBRARY Publishers 


15 East 40th Street, Desk 391 


New York 16, N.Y. 


Expedite Shipment by Prepayment e¢ Special student bulk rate on orders of 10 or more 











Please mention THE JOURNAL when answering advertisements 














